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SMALL  BUSINESS  DEVELOPMENT  IN  INDIAN 

COUNTRY 


FRIDAY,  SEPTEMBER  3,  1993 

U.S.  Senate, 
Committee  on  Small  Business, 

Pine  Ridge,  South  Dakota 
The  Committee  met,  pursuant  to  notice,  at  10  a.m.  at  Billy  Mills 
Hall,  Hon.  Larry  Pressler  presiding. 

OPENING  STATEMENT  OF  HON.  LARRY  PRESSLER,  A  U.S.      ' 
SENATOR  FROM  THE  STATE  OF  SOUTH  DAKOTA 

Senator  Pressler.  I  want  to  welcome  you  all  here  this  morning. 
This  is  a  hearing  of  the  U.S.  Senate  Small  Business  Committee, 
and  I  want  to  thank  all  the  witnesses  and  concerned  citizens  for 
participating  in  today's  important  field  hearing.  I  am  pleased  to 
have  the  opportunity  to  bring  this  official  Senate  hearing  to  the 
Billy  Mills  Hall  here  in  Pine  Ridge. 

As  you  came  in  this  morning,  official  testimony  sheets  were 
available  at  the  registration  table.  I  hope  you  will  take  time  to 
write  down  your  thoughts  concerning  economic  development  and 
job  creation  possibilities  for  Indians  and  non-Indians  in  areas  on  or 
near  reservations  and  trust  lands.  Your  written  ideas  will  be  made 
a  part  of  the  official  hearing  record  of  this  Committee,  just  as  the 
comments  from  today's  panels  will  be. 

This  hearing  marks  the  first  time  that  the  Senate  Small  Busi- 
ness Committee  has  met  on  an  Indian  reservation.  It  is  important 
that  we  are  here  today  in  Pine  Ridge,  home  to  one  of  South  Dako- 
ta's six  reservations  and  one  of  its  nine  tribes.  Here  in  Pine  Ridge, 
where  66  percent  of  all  residents  live  in  poverty,  new  and  higher 
paying  jobs  must  be  created.  Small  business  growth  is  the  best  way 
in  which  to  accomplish  job  creation.  More  government  is  not  the 
answer. 

The  people  who  live  in  Pine  Ridge  know  it;  people  all  across 
South  Dakota  know  it.  Too  often  we  turn  to  the  government  for  an- 
swers. That's  not  where  the  solution  to  this  problem  lies.  Small 
business  is  the  answer.  We  must  find  ways  to  encourage  small  busi- 
ness growth. 

Today  I  am  announcing  that  I  will  be  working  on  two  fronts  to 
help  achieve  this  goal.  First,  I  intend  to  offer  legislation  to  create  a 
pilot  Mentorship  for  American  Indian  Small  Enterprise  (MAISE) 
program,  drawing  from  components  similar  to  those  contained  in 
the  Small  Business  Administration  Microloan  program.  This  legis- 
lation will  provide  much-needed  capital  and  guidance  to  American 
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Indian  entrepreneurs.  Second,  I  intend  to  continue  working  for  tax 
incentives  to  encourage  long-term,  private-sector  investment  in 
Indian  country.  I  am  looking  to  each  of  you  here  today  to  help  me 
formulate  these  plans. 

I  might  say  that  I  have  long  believed  that  creation  of  jobs  in  the 
private  sector  is  very  important.  In  the  early  1980s  I  held  hearings 
on  "Operation  Bootstrap"  for  Indian  Reservations,  that  is,  enter- 
prise zones  on  Indian  reservations.  Unfortunately  they  have  not 
been  created  by  Congress.  This  past  year  I  talked  to  Jack  Kemp, 
the  former  Secretary  of  HUD  about  including  Indian  reservations 
in  plans  for  enterprise  zone  creation  which  traditionally  have  tar- 
geted inner  cities.  These  zones  would  provide  tax  breaks  for  both 
Indians  and  non-Indians  to  start  small  businesses  on  Indian  reser- 
vations. Unfortunately,  the  administration  took  enterprise  zones 
for  Indian  reservations  out  of  its  recently-passed  tax  bill,  but  left 
them  in  for  inner-city,  urban  areas.  I  think  the  problems  and  the 
opportunities  are  just  as  great  on  or  near  reservations  as  they  are 
in  the  inner  cities.  So  I  hope  we  will  work  at  real  job  creation 
through  free  enterprise  and  small  business  development. 

During  the  Senate  debate  over  the  Federal  budget,  I  fought  for 
the  inclusion  of  tax  incentives  for  job  creation  in  American  Indian 
communities.  I  must  admit  my  disappointment  with  both  the  ad- 
ministration and  Congress  for  failing  to  enact  or  even  allow  Feder- 
al enterprise  zones  on  Indian  lands.  Enterprise  zones  would  encour- 
age exactly  the  kind  of  long-term,  private-sector  investment  we 
need.  I  plan  to  continue  working  with  other  enterprise  zone  advo- 
cates like  former  Housing  Secretary  Jack  Kemp  and  Joe  Lieber- 
man,  Democratic  Senator  from  Connecticut,  to  pass  meaningful, 
pro-Indian,  bipartisan  enterprise  zone  legislation. 

Small  business  is  the  very  muscle  that  powers  our  Nation's  econ- 
omy. South  Dakota's  tribes  have  great  potential  to  nurture  a  rich 
small  business  environment.  Developing  tourism  and  finding  ways 
to  market  native  crafts  and  trades  can  stimulate  local  economies 
while  maintaining  tradition.  As  small  businesses  expand,  employ- 
ment opportunities  will  multiply,  and  people  can  declare  economic 
independence. 

The  chart  you  see  indicates  the  unemployment  trend  in  Indian 
country  is  gradually  improving.  The  plan  I  have  outlined  today  is 
designed  to  increase  job  opportunities  even  further.  Small  business- 
es, with  access  to  adequate  capital,  can  empower  people  by  employ- 
ing them. 

There  are  a  number  of  areas  we  can  work  on — I'll  summarize  my 
statement  here.  I'm  going  to  ask  everybody  today  to  summarize 
their  statements.  Groups  such  as  the  Lakota  Fund  and  the  Sin- 
cangu  Enterprise  Center  have  proven  their  ability  to  support  small 
businesses  with  both  much-needed  capital  and  technical  assistance. 
We  will  hear  more  about  their  efforts  today. 

Entrepreneurship  can  and  will  revitalize  tribal  economies.  Small 
business  job  creation  is  the  key  to  economic  self-determination.  I 
hope  this  morning's  hearing  shows  that  Congress,  with  the  coopera- 
tion of  tribal,  State,  and  local  governments,  can  work  with  the  pri- 
vate sector  to  further  develop  economic  independence. 

Once  again,  thank  you  all  for  joining  us  this  morning. 


We  have  the  first  panel  here.  We'll  start  with  John  Steele,  presi- 
dent of  the  Oglala  Sioux  Tribe. 
Good  morning,  John. 

STATEMENT  OF  JOHN  YELLOW  BIRD  STEELE,  PRESIDENT, 
OGLALA  SIOUX  TRIBE 

Mr.  Steele.  Good  morning,  Senator  Pressler.  I'd  like  to  take  this 
opportunity  to  thank  you  for  having  this  hearing  here  at  Pine 
Ridge. 

As  you  know,  the  1990  census  puts  us  at  the  poorest,  and  your 
interest  in  the  development  of  the  small  business  is  just  what  we 
need  here.  I  would  also  like  to  thank  you  for  your  advocating  this 
year  in  the  Senate  for  the  Indian  investment  tax  incentives  in  the 
1993  tax  bill  and,  over  the  years,  your  promoting  of  the  enterprise 
zones.  We  do  believe  that  we  can  take  advantage  of  these  enter- 
prise zones  here  in  South  Dakota  on  the  Indian  reservations,  and 
we  would  hope  that  your  efforts  to  create  these  enterprise  zones  is 
successful.  I  would  like  to  thank  you  very  much  for  that. 

We  did  have  the  opportunity  here  to  work  with  a  group  out  of 
Hong  Kong  in  the  making  of  denim  jeans  and  jackets.  They  located 
in  the  Shoshone  Badland  Tribe,  but  we  had  that  opportunity.  And 
these  tax-free  trade  zones,  we  could  have  taken  advantage  of  that. 
Right  now  we  have  contacts  with  Sharp  Electronics  out  of  Japan  to 
produce  solar-powered  radios.  So  your  enterprise  zones  would  work 
here  because  we  are  getting  more  and  more  contacts  from  overseas. 
Again,  I'd  like  to  thank  you  for  your  pushing  of  those  zones,  and  I 
do  hope  your  words  of  continuing  to  push  for  these  enterprise  zones 
is  successful. 

I  first  would  like  to  refer  to  your  chart  here.  You've  got  the  USD 
Business  Research  Bureau  giving  you  the  unemployed  figure.  I 
would  tend  to  disagree  with  that  figure  as  such.  We  on  Pine  Ridge 
cannot  get  an  accurate  figure  of  the  unemployment  rate.  We  say 
the  rate  is  between  70  and  80  percent  or  up  to  90  percent  during 
the  winter  months  when  no  activity  is  going  on,  but  the  State  un- 
employment office  located  here  in  Pine  Ridge  only  has  those  people 
registering  that  are  seeking  their  unemployment  compensation  or 
some  that  are  actively  seeking  employment.  But  not  everybody  is 
registered  with  them  at  one  time.  We  would  have  to  coordinate  an 
effort  with  the  Bureau  of  Indian  Affairs  (BIA),  social  services  to  see 
how  many  people  are  on  there.  We  would  have  to  coordinate  with 
the  State  social  services  out  there  to  see  how  many  people  they 
have  on  their  rolls.  We  also  have  problems  with  what  is  the  actual 
census  of  the  Pine  Ridge  Reservation.  I'm  not  talking  tribal  mem- 
bership, but  census.  The  U.S.  1990  Census,  I  think,  puts  us— give  or 
take  a  few  thousand— at  about  14,000.  The  Indian  Health  Service 
puts  us  at  20,800.  BIA  puts  us  at  20,500.  Those  two  figures  are 
pretty  close,  but  we  have  a  lot  of  people  who  were  not  included  in 
the  1990  Census.  For  several  reasons,  they  did  not  comply  with  it. 
Senator  Pressler.  What  is  the  reason  that  they  did  not?  What 
can  we  do  to  correct  that? 

Mr.  Steele.  One  of  the  main  reasons  is  that  our  major  type  of 
housing  here  is  HUD  housing.  With  our  housing  shortage,  we  have 
anywhere  from  two  to  four,  sometimes  five,  households  living  in 


one  house.  And  HUD  classifies  Indians  low  rent  category,  which 
may  charge  30  percent  of  the  income  of  that  house.  So  the  people 
were  afraid  that  if  a  family  on  AFDC  or  general  assistance  were 
included,  that  would  up  their  rent,  and  they're  barely  at  survival. 
They  don't  have  enough  money  in  the  household  to  even  survive 
now.  Maybe  because  of  the  fixed  income  type  of  moneys  that  they 
use  for  survival  are  general  assistance,  which  is  the  welfare 
through  the  Bureau  of  Indian  Affairs,  AFDC,  BIA,  and  Social  Secu- 
rity and  SSI.  And  the  AFDC  rate,  which  is  also  BIA,  used  in  their 
general  assistance  is  the  lowest  in  the  Nation.  Standing  Rock  Res- 
ervation is  two  times  higher  for  the  same  composition,  same  type  of 
house,  same  standard  of  livings.  It's  two  times  more  in  North 
Dakota  than  South  Dakota.  That's  why  we  have  4  in  the  top  10  of 
the  poorest  counties  in  the  United  States. 

We  do  need  to  focus  on  small  business  development.  I  look  at  the 
past,  Senator,  and  what  has  happened.  You  get  the  Federal  EDA 
administration.  You  get  the  Bureau  of  Indians  Affairs.  And  they 
have  given  the  tribes  the  direction  of  tribal  business  development, 
and  over  the  past  years,  the  tribe  has  focused  on  this  tribal  busi- 
ness development.  One  prime  example  is  Pine  Ridge  trying  to  de- 
velop a  pasta  factory  for  30  jobs  and  us  spinning  our  wheels  here 
on  that  dealing  with  an  outsider.  It  was  supported  by  the  Bureau 
and  the  EDA  administration.  That  is  not  the  answer.  Economic  de- 
velopment has  to  be  viewed  for  what  it  is  here  because  we  are  dif- 
ferent than  other  reservations.  Now  this  difference  really  counts 
because  other  reservations'  land  bases  are  quite  small.  Their  popu- 
lation is  small.  A  tribal  business  development  with  30  jobs  would 
handle  their  whole  economic  development  effort.  Our  reservations 
here  in  South  Dakota  are  bigger.  Having  the  land  base  that  we 
have,  having  the  population  that  we  have,  we  have  to  look  at  eco- 
nomic development  over  the  entire  infrastructure. 

And  this  also  gets  me,  Senator.  Over  the  past  decades,  the 
Bureau  of  Indian  Affairs  has  had  the  responsibility  for  the  roads  in 
South  Dakota  on  the  Indian  reservations.  I  use  as  a  personal  exam- 
ple my  wanting  Gooseneck  Road  fixed,  which  is  a  5-mile  road  run- 
ning east-west  here.  I  had  the  two  local  community  resolutions,  the 
tribal  resolution.  The  BIA  would  not  fix  it.  I  went  to  Aberdeen,  and 
they  put  a  map  on  the  wall  and  said,  "John,  you  don't  need  Goose- 
neck. The  reason  is  that  your  people  shop  in  Rapid  City,  in 
Kadoka,  in  Chadron,  Gordon,  Rushville.  Therefore,  you  need  north- 
south  roads  for  your  people  to  go  shop."  Right  now,  sir,  it's  very 
hard  for  me  to  get  a  business  started  up  in  Oglala  or  Manderson 
because  the  road  system  isn't  there  for  that  business  to  survive. 
And  it's  very  hard  because  the  person  getting  the  job  with  Oglala 
Lakota  College  cannot  get  to  work  over  in  Kyle  because  he's  got  to 
come  clear  down  to  Pine  Ridge,  over,  and  then  back  up  to  Kyle. 
This  is  not  conducive  to  any  kind  of  development  on  this  reserva- 
tion. Therefore,  we  are  at  this  point  in  time  drafting  a  proposal  to 
ANA  for  a  transportation  department  so  that  we  can  pattern  our 
own  road  here  so  that  we  can  survive. 

I've  been  in  contact  with  each  of  the  surrounding  communities 
telling  them  that  we  cannot,  as  a  reservation,  sit  here  and  grow 
ourselves,  that  we  need  to  work  together.  But  to  do  that,  for  us  to 
succeed  here,  we  need  to  turn  that  dollar  over  in  our  community 


once  or  twice  before  it  leaves  to  their  communities.  They  under- 
stand this,  and  they  want  to  work  with  us  in  the  future.  But  we  do 
have  to  start  at  ground  zero  in  looking  at  our  infrastructure,  get- 
ting the  status  of  what  it  is  now.  Now  the  planning  that  has  gone 
in  is  totally  incapable  of  handling  any  of  the  present  growth,  be- 
sides any  kind  of  economic  development. 

For  each  of  my  sewer  systems  out  there,  the  cells  are  at  capacity 
and  running  over,  and  HUD  and  I  are  addressing  them  at  this 
point  in  time  on  a  crisis-type  basis.  We  are  looking  here  at  Pine 
Ridge  in  getting  a  newer  sewer  system.  And  I'm  telling  them  let's 
look  at  the  growth.  Let's  look  ahead  before  we  go  and  build  it  and 
have  it  be  at  capacity  in  a  few  years. 

Our  growth  is  tremendous,  sir.  One  of  the  reasons  I'm  pleased 
that  you're  addressing  this  is  that  you're  along  my  line  of  thoughts 
that  we  need  to  address  prior  to  entrepreneurship.  That's  where 
economic  growth  on  Pine  Ridge  is  going  to  happen,  not  with  tribe 
and  tribal  business  development.  We  have  to  address  several  things 
besides  the  infrastructure.  Technical  assistance  needs  to  be  given 
to  tribal  businesses  in  the  poor  nation  to  enable  them  to  see  what 
their  business  plan  is  going  to  entail.  We  need  to  access  some  fi- 
nancial resources,  seek  moneys  for  them  to  start  up. 

Now  in  the  Bureau  of  Indian  Affairs,  if  you  look  at  a  chart,  sir — 
and  I  do  have  one  from  1977  to  1992 — economic  development  funds 
have  decreased  quite  drastically.  Tribal  program  funds  have  in- 
creased a  small  bit.  And  you  look  at  central  administration,  and 
they  have  increased  way  up  there.  This,  sir,  is  going  to  be  ad- 
dressed with  the  new  Assistant  Secretary,  and  I  gave  her  a  copy  of 
that.  Also,  Senator,  I  have  met  with  you  and  with  your  staff  here 
when  I  first  got  into  office  and  informed  you  that  South  Dakota  is 
almost  at  the  bottom  of  the  rung  in  the  unemployment,  the  people 
on  social  services.  Along  with  that,  the  Bureau  of  Indian  Affairs — 
for  some  reason  we  are  the  lowest-funded  area.  Now  the  northwest 
is  the  highest-funded  area.  Why  is  this?  Because  they  have  natural 
resource  development,  and  other  areas  have  natural  resource  de- 
velopment. This  is  where  the  BIA  has  been  focusing  their  moneys. 
They've  got  fisheries,  timber.  Other  areas  have  coal,  oil,  gas.  And 
the  BIA's  putting  those  moneys  into  there.  Senator,  your  area  here 
is  poor  in  natural  resource  development  that  the  tribes  are  doing, 
and  so  I  think  that  this  is  affecting  the  fiduciaries  of  those  moneys. 

At  that  time  you  and  then-Congressman  Daschle  helped  support 
the  tribe  in  meeting  with  the  Bureau.  We  wanted  to  prioritize  edu- 
cation and  to  prioritize  other  programs  within  the  tribe  instead  of 
BIA  administration  here  locally.  And  the  Bureau  was  mad  at  us  at 
that  time.  Also,  we  have  taken  the  Bureau  to  court  over  their  land 
records  and  our  FHA  records,  and  they  are  mad  at  us  there.  We 
think  that  we  are  being  penalized,  and  then  we  look  across  to  all 
your  South  Dakota  tribes  who  are  in  the  same  boat  that  we  are. 
We  need  to  address  the  Bureau,  and  the  Assistant  Secretary  is  will- 
ing to  do  that  with  us.  And  we  would  like  to  keep  you  informed  on 

it- 
Education  is  very  vital  to  small  business  development,  which  is 

not  only  being  provided  by  the  educational  system  but  also  by  the 

Lakota  Fund,  which  requires  people  to  attend  six  classes  regarding 

the  tax  situation  of  small  businesses. 
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Yesterday,  we  had  the  Assistant  Secretary  here,  and  the  empha- 
sis was  that  there  is  a  national  deficit,  and  for  the  good  of  the 
United  States,  that  needs  to  be  addressed.  So  to  try  and  make 
money  go  further,  we  need  to  create  partnerships.  And  I  noticed 
that  in  your  speech  you  hoped  we  could  create  these  partnerships 
with  the  different  governmental  sectors  and  private  sector.  And 
Kellogg  Foundation  and  Ford  Foundation  were  there.  And  Hoff- 
man Foundation  is  interested  in  establishing  a  relationship  with 
us.  And  yesterday  the  Kellogg  Foundation  told  me  personally  that 
they  have  pulled  back  in  funding  of  reservations  because  they  have 
lost  millions  of  dollars  because  people  have  gone  to  them  and  said, 
we're  going  to  go  in  and  do  this  for  this  reservation,  and  it  has  not 
survived.  Now  they  are  rethinking,  and  they  want  to  go  directly 
with  the  people  on  the  reservation  to  fund  what  they  want  to  do, 
how  they  want  to  do  it.  So  this  is  very  encouraging  to  me  also  m 
that  they  are  not  funding  someone  else  to  come  in  and  do  some- 
thing for  us. 

This  would  also  apply  to  the  Federal  Government.  They  have 
been  pushing  us  for — and  I  had  that  same  frame  of  mind  back  in 
1977  when  I  first  became  involved.  Who  do  I  get  to  come  in  here 
and  do  this  for  us?  That  is  not  going  to  work.  It  has  not  worked. 
Several  instances  where  the  Federal  Government  put  hundreds  of 
thousands  of  dollars  into  someone  else's  pocket  that  left,  and  we 
have  nothing  surviving  here. 

I  do  have  presentations  from  the  South  Dakota  Community  De- 
velopment Organization,  the  South  Dakota  Rural  Development 
Council,  the  East  River  Rural  Electric,  and  from  Norwest  Bank, 
which  were  made  yesterday,  who  have  been  2  years,  5  years  into 
forming  these  partnerships  at  this  point  in  time.  So  we  are  going  to 
be  coordinating  with  them,  using  their  experiences  and  expertise  to 
help  us  also  form  partnerships  with  foundations  so  that  we  can  get 
small  business  needs  addressed  here. 

I  see  that  we  are  quite  similar  to  the  rest  of  rural  South  Dakota. 
They  are  also  losing  their  population.  They  are  losing  businesses. 
They  are  addressing  it.  And  we  can  use  their  methods,  their  ideas, 
but  we  have  to  change  them.  We  have  to  adapt  them  to  our  culture 
for  them  to  survive.  They  understand  this  and  they  are  willing  to 
work  with  us  in  forming  these  partnerships  so  that  we  can  get 
something  started  up  here.  We  also  need  help  from  the  Federal 
Government,  from  you,  Senator,  in  your  area  here.  And  we  will 
also  be  in  touch  with  you  from  the  South  Dakota  organizations  and 
ours  to  help  us  to  get  something  that  can  really  survive. 

Senator,  I'd  like  to  tell  you  that  our  small  business  development 
is  sort  of  the  mom  and  pop  stores,  like  convenience  stores,  here  on 
Pine  Ridge  because  of  the  fact  that  some  of  the  people  that  have 
started  them  are  not  aware  of  their  rights  as  a  small  business.  We 
need  education  in  that  area  of  the  rights  of,  say,  a  retail  store  or  a 
convenience  store. 

The  wholesalers  are  taking  advantage  here,  Senator.  I  go  to  a 
store  and  I  buy  outdated  bread.  I  buy  milk  that  is  almost  outdated. 
And  I  am  going  to  be  using  tribal  authority  to  address  these  whole- 
salers. I  don't  believe  I  need  Congressional  help  on  that,  but  the 
large  manufacturers  who  do  go  with  our  local  wholesalers,  we  can 
get  to  them.  We  can  use  tribal  influence  to  take  these  wholesalers 


who  have  a  delivery  route  and  they  need  to  charge  a  transporta- 
tion charge.  When  my  mom  and  pop  stores  here  buy  from  those 
wholesalers,  the  cost  is  high  to  them  because  of  these  extra 
charges.  Then  when  you  put  their  overhead  on  it,  the  cost  to  the 
consumer  on  the  reservation  is  quite  high.  So  it's  developing  eco- 
nomic development  overall  that  is  important.  And  I  would  like  to 
continue  with  tribal  business  development,  but  just  recognizing  it 
for  what  it  is,  and  it's  not  the  total  effort  of  the  economic  develop- 
ment. 

My  main  focus,  Senator,  is  the  same  as  yours,  that  the  private 
entrepreneur  and  small  business  development  is  the  answer  here. 
Because  of  our  location  within  the  United  States,  because  of  the 
conditions  here  being  rural,  because  of  our  culture,  we  need  to  take 
all  of  that  into  consideration.  I  thank  you  for  holding  this  hearing 
down  here,  and  we  will  be  in  touch  with  you.  I  also  appreciate  any 
help  in  your  area  that  you  can  give  us  with  the  different  Federal 
departments  and  we  will  support  you  on  some  of  the  Federal  laws 
that  you're  trying  to  pass.  So  thank  you  very  much,  Senator  Pres- 
sler. 

I  would  like  to  say  that  even  though  we  are  here  at  Billy  Mills 
Hall  having  this  hearing  and  we  have  several  groups  here  from  the 
State  of  South  Dakota,  from  the  Bureau  of  Indian  Affairs,  from  the 
local  private  sector,  different  organizations,  the  radio  is  broadcast- 
ing this  hearing  and  so  the  people  are  listening  on  the  Cheyenne 
River  Reservation,  Rosebud,  in  Rapid  City,  and  throughout  Pine 
Ridge. 

And  to  Senator  Pressler,  I  thank  you  very  much  for  holding  this 
hearing  here  and  getting  our  input  on  where  we  think  overall  eco- 
nomic development  is,  especially  small  business  development. 

[The  prepared  statement  of  Mr.  Steele  follows:] 

Prepared  Statement  of  John  Yellow  Bird  Steele 

On  behalf  of  the  Oglala  Sioux  Tribe,  I  want  to  thank  you  for  this  opportunity  to 
present  my  views  regarding  small  business  development  on  or  near  Indian  reserva- 
tions. The  first  and  foremost  issue  is  Federal  policy  in  relation  to  treaty  obligations. 
Economic  development  was  and  is  a  key  point  in  the  Fort  Laramie  Treaty  of  1868. 
This  point  actually  encouraged  small  business  development  through  agricultural  en- 
trepreneurship.  This  provides  the  basis  for  Federal  support  of  individual  Indian  en- 
trepreneurial activity.  Federal  policy  should  acknowledge  the  cultural  diversity  of 
Indian  people  in  the  development  of  small  businesses  especially  in  relation  to  agri- 
cultural enterprises.  Our  land  is  sacred  and  this  must  always  be  a  consideration  in 
Federal  policy.  When  viewing  the  Pine  Ridge  Sioux  Indian  Reservation  in  a  holistic 
fashion  one  comes  to  recognize  that  the  development  of  private  entrepreneurship 
relies  on  the  political,  physical,  and  personal  infrastructure  of  the  Reservation.  The 
partnership  between  the  Oglala  Sioux  Tribe,  Federal  Government,  and  the  private 
sector  thus  delineates  various  roles  for  each.  In  a  holistic  fashion  it  is  then  incum- 
bent upon  the  partners  to  assume  their  respective  roles  and  work  to  achieve  the 
goals  which  are  unique  to  each  role.  Because  of  the  partnership  concept  it  must  be 
recognized  that  by  working  to  achieve  these  goals  and  the  ultimate  goal  of  spurring 
economic  development  then  as  partners  we  must  win  together  or  lose  together.  If  we 
are  to  truly  win  then  the  Federal  Government  must  work  with  the  Tribe  to  develop 
an  infrastructure  which  is  conducive  to  success.  We  cannot  hope  to  succeed  if  the 
infrastructure  is  such  that  fledgling  businesses  are  doomed  from  the  start.  We  have 
an  economic  dependence  upon  "outside"  suppliers  and  wholesalers.  This  drives  costs 
upward  and  is  thus  passed  on  to  an  already  poverty  stricken  consumer.  We  must 
consider  this  and  decide  what  goods  are  purchased  from  these  vendors  which  could 
be  produced  on  the  Reservation.  This  further  encourages  consumers  to  travel  to 
communities  where  goods  are  cheaper.  The  net  effect  is  that  businesses  will  fail 
without  consumer  support.  A  major  factor  involved  in  the  infrastructure  develop- 


merit  is  a  revamped  highway/road  system  which  encourages  the  consumer,  both 
Indian  and  non-Indian,  i.e.,  tourist,  to  be  able  to  transverse  the  Reservation  and 
purchase  food,  lodging,  fuel,  arts/crafts,  and  other  consumer  goods  at  a  reasonable 
cost.  This  will  provide  a  boost  for  the  Reservation's  cultural  events  and  for  the  pro- 
posed gaming  endeavor.  The  Reservation,  and  perhaps  all  Reservations,  should  be 
targeted  for  increased  tax  considerations/credits  for  local,  national,  and  internation- 
al investors.  States  need  to  be  encouraged  to  promote  the  economies  of  Indian  Reser- 
vations. In  doing  so  the  Federal  Government  should  also  promote  a  partnership 
with  the  States  and  provide  incentives  to  the  states  so  as  to  create  an  atmosphere 
which  is  conducive  to  small  business  development.  The  Federal  Government  will 
also  need  to  re-program  funds  or  appropriate  additional  dollars  in  existing  programs 
which  provide  capital  to  individuals  for  start-up  costs  or  for  additional  capital  to  ex- 
isting businesses.  It  is  necessary  that  the  Federal  bureaucracy  be  expeditious  and 
timely  to  existing  businesses  to  avoid  collapse  of  a  business.  Tribes  also  need  to  take 
an  active  role  in  the  development  and  support  of  businesses  through  Tribal  legisla- 
tion and  training  of  individuals  who  are  prospective  entrepreneurs.  Tribal  involve- 
ment in  Federal  and  State  legislation  is  crucial  to  enacting  laws  which  protect 
Tribal  interests  and  holding  harmless  non-Indian  enterprises.  Tribes  need  technical 
assistance  outside  of  the  Federal  Government  to  develop  and  maintain  the  afore- 
mentioned infrastructure.  This  could  be  provided  by  the  private  sector.  A  creative 
approach  which  is  innovative  and  reflective  of  the  Tribe's  unique  culture  is  neces- 
sary for  a  permanent,  but  evolving,  environment  which  would  facilitate  and  incu- 
bate a  working  economy.  In  order  to  propagate  this  theorem  there  would  be  a  need 
again  for  the  encouragement  of  the  Federal  Government  to  entice  the  private  sector 
to  be  willing  to  provide  long  term  assistance  to  the  Tribes.  This  assistance  would 
require  a  commitment  from  the  private  sector  to  lend  or  assign  personnel  to  the 
Tribes.  This  type  of  service  is  provided  by  some  companies  but  in  the  case  of  this 
unique  endeavor  there  would  probably  be  a  need  for  a  more  emphatic  commitment 
from  a  participating  private  sector  party.  The  Pine  Ridge  Sioux  Indian  Reservation 
should  be  considered  for  selection  as  a  demonstration  site  for  a  free  enterprise  zone. 
This  demonstration  project  would  attract  private  sector  interest  and  would  lend  con- 
siderably to  the  concept  of  viability  and  commitment  to  development  and  support  of 
not  only  small  businesses  but  to  a  radical  and  critical  approach  to  a  very  serious 
problem.  We  need  to  explore  this  concept  in  greater  detail  because  there  can  only  be 
limited  growth  in  traditional  types  of  businesses.  The  notion  that  small  business  is 
only  stores  and  arts/crafts  must  be  expanded  to  include  other  types  of  businesses 
which  provide  services  not  currently  available  on  the  Reservation.  In  summary,  a 
partnership  between  the  Federal  Government,  the  Oglala  Sioux  Tribe,  and  the  pri- 
vate sector  could  work  to  develop  a  model  program  which  would  not  only  enhance 
the  development  of  small  businesses  on  or  near  the  Reservation  but  would  also 
create  a  new  atmosphere  of  economic  development  that  would  be  far  reaching  and 
resilient  to  failure. 


Prepared  Statement  of  Charles  W.  Murphy 

Honorable  Larry  Pressler  and  Members  of  the  Committee.  The  Aberdeen  Area 
Tribal  Chairmen's  Health  Board  would  like  to  take  this  opportunity  to  thank  you 
Senator  Pressler  for  holding  this  important  field  hearing  on  the  Pine  Ridge  Reserva- 
tion and  second,  to  thank  the  Committee  for  providing  us  the  opportunity  to  present 
our  concerns  regarding  reservation  economic  development. 

The  Aberdeen  Area  Tribal  Chairmen's  Health  Board  (AATCHB)  is  an  incorporat- 
ed non-profit  tax  exempt  organization  that  was  established  in  1986.  The  AATCHB 
represents  17  tribal  governments  in  the  States  of  South  Dakota,  North  Dakota,  Ne- 
braska and  Iowa.  The  Trenton  Indian  Service  Area  and  the  Rapid  City  Health 
Board  are  also  represented  on  the  Board.  The  Board  Members  consist  of  the  17 
Tribal  Chairmen  and  2  Health  Board  Chairperson. 

The  purpose  of  the  AATCHB  is  to  provide  the  Indian  people  of  the  Aberdeen  area 
with  a  formal  representative  board  as  a  means  of  communicating  and  participating 
with  the  Aberdeen  Indian  Health  Service  and  other  health  agencies  and  organiza- 
tions on  health  matters.  The  AATCHB  provides  a  structure  that  allows  the  treaty 
tribes  and  the  health  board  to  act  in  a  unified  and  cohesive  manner  to  focus  atten- 
tion on  the  health  and  concerns  of  Indian  people. 

The  AATCHB  wishes  to  bring  to  the  Committee's  attention  the  relationship  that 
health  care  provision  had  in  relation  to  the  local  reservation  economy. 

As  you  are  aware,  many  refer  to  Indian  reservations  as  the  "poorest  of  the  poor. 
Unfortunately,  this  statement  is  very  true. 


Our  reservation  socio-economic  status  ranks  the  lowest  of  any  communities  in  the 
United  States.  Congressional  leaders  are  alarmed  at  the  current  10  percent  unem- 
ployment rate  for  the  United  States.  Tribal  government  officials  would  be  elated  to 
have  a  similar  rate  of  10  percent  unemployment  on  their  reservations  instead  of  the 
range  from  47  to  87  percent. 

The  reservation  economy  is  infused  with  health  care  revenues.  This  is  evidenced 
through  the  Aberdeen  Area  Indian  Health  Service  1993  budget  which  is  140  million. 
These  revenues  are  used  to  employ  2,447  positions  and  purchase  health  care  serv- 
ices. Many  of  these  services  are  purchased  off  the  reservations.  Because  there  is 
little  or  no  private  sector  stimulus,  one  can  see  how  vital  the  health  care  revenues 
are  to  the  local  reservation  economy. 

The  AATCHB  recognizes  the  importance  of  developing  and  maintaining  a  strong 
infrastructure  for  local  tribal  governments.  Without  such  a  structure  the  economic 
down  spiral  which  began  in  the  1950's  can  only  continue  to  worsen  and  stifle  any 
economic  development  attempts. 

In  light  of  the  proposed  national  health  care  reform,  the  Committee  must  incorpo- 
rate into  their  legislative  initiatives  the  provision  for  the  development  and  expan- 
sion of  the  health  components  of  the  local  governmental  infrastructure. 

The  AATCHB  firmly  believes,  and  puts  forth  the  recommendation  that  the  Senate 
Committee  for  Small  Business,  must  actively  engage  in  meaningful  dialog  with 
tribal  governments.  This  can  best  be  accomplished  through  tribal  consultation  be- 
tween Federal  agencies  and  tribal  governments.  This  consultation  process  will 
strengthen  the  unique  government  to  government  relationship  between  treaty  tribes 
and  the  Federal  Government. 

The  second  recommendation  that  the  AATCHB  puts  forth  is  for  the  Committee  to 
introduce  legislation  and  or  amend  existing  legislation  that  would  enable  the  tribal 
governments  and  local  Indian  owned  businesses  to  enter  into  the  market  for  provid- 
ing health  care  services.  An  example  of  this,  is  the  development  of  manufacturing  of 
medical  supplies  and  equipment.  This  type  of  development  would  open  doors  for 
Indian  entrepreneurs  and  circulate  the  health  care  revenues  in  the  local  economic 
arena. 

The  third  recommendation  that  the  AATCHB  puts  forth  is  for  the  Committee 
Members  to  utilize  their  votes  as  Senators  to  advocate  and  support  the  tribal  gov- 
ernment's efforts  to  increase  the  Federal  Appropriations  for  health  care  dollars. 
Year  after  year,  tribal  governments  appear  before  the  various  Senate  committees 
requesting,  and  more  importantly  justifying,  the  need  for  increased  appropriations. 
You  as  Senators  are  in  a  position  to  provide  these  increases.  Now  that  you  recognize 
the  vital  role  that  health  care  revenues  play  in  local  reservation  economies,  you  can 
justify  these  increases. 

The  final  recommendation  that  the  AATCHB  puts  forth  is  for  the  Committee  to 
continue  holding  field  hearings  on  Indian  reservations.  It  is  through  these  field 
hearings  that  you,  as  Committee  Members,  and  your  staff,  can  gain  insight,  under- 
standing and  an  appreciation  for  the  socio-economic  conditions  of  our  reservations. 
Once  you  gain  insight  into  the  reservation  socio-economics  you  can  develop  appro- 
priate and  relevant  legislation  which  will  improve  the  local  reservation  economy. 

The  Aberdeen  Area  Tribal  Chairmen's  Health  Board  is  encouraged  by  the  efforts 
of  the  Committee  and  welcomes  the  opportunity  to  began  a  working  relationship 
with  yet  another  Senate  comittee  in  our  efforts  to  improve  the  quality  of  live  for  our 
tribal  members. 

Thank  you  Senator  Pressler  and  Members  of  the  Committee. 

Senator  Pressler.  Well,  President  Steele,  thank  you  very  much. 
The  technical  assistance  and  seed  money  you're  calling  for  will  be 
addressed  in  part  in  my  new  legislation.  I  do  appreciate  very  much 
the  ideas  that  you've  brought  to  us  this  morning  and  I  appreciate 
your  keeping  in  close  touch  with  my  office. 

Mr.  Steele.  Yes.  And  Senator,  that  seed  money  is  what  is  most 
needed,  and  we  are  going  to  need  your  help  along  with  the  Assist- 
ant Secretary  of  the  Bureau  of  Indian  Affairs  to  see  that  we  get 
our  fair  share.  We're  not  looking  for  more  than  our  fair  share. 
We're  just  looking  for  our  fair  share.  Also  on  September  15  the 
bank  examiner  of  FDIC  is  coming  down  so  we  can  address  our  local 
banks  here  to  see  why  our  people  cannot  access  moneys  out  of 
them.  And  so  we  will  be  following  up  on  that. 
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Senator  Pressler.  Thank  you. 

I  shall  now  call  on  Orville  Mestes  of  the  Cheyenne  River  Sioux 
Tribe. 

STATEMENT  OF  ORVILLE  MESTES,  REPRESENTATIVE  ON 
BEHALF  OF  CHAIRMAN  GREGG  BOURLAND,  CHEYENNE  RIVER 
SIOUX  TRIBE 

Mr.  Mestes.  Thank  you,  Senator  Pressler.  I'm  presenting  this 
testimony  on  behalf  of  Gregg  Bourland,  chairman  of  the  Cheyenne 
River  Sioux  Tribe.  I  want  to  thank  you  for  this  opportunity  to 
present  our  testimony  today.  I'm  going  to  start  off  by  talking  about 
one  basic  thing.  I  think  there  are  several  basic  things  that  are 
almost  mandatory  for  tribes  to  do  in  order  to  get  involved  in  eco- 
nomic development. 

First  of  all,  I  think  we've  got  to  have  the  overall  philosophy 
about  what  economic  development  is.  It's  got  to  be  brought  in  by 
the  tribal  council,  by  the  members  of  the  reservation,  and  everyone 
else.  The  other  thing  is  you've  got  to  have  some  kind  of  a  goal. 
With  the  current  administration,  Mr.  Bourland's  administration, 
we  have  done  that.  We  have  set  economic  development  as  the 
number  one  priority  on  the  reservation.  The  other  thing  is  we  have 
a  goal  to  be  economically  self-sufficient  by  the  year  2005.  That  may 
be  pushing  it  a  little  bit,  but  that's  what  we're  here  to  try  to  da 

Not  only  for  your  reference  and  information  but  other  people's 
information  too,  I  think  we  should  look  at  the  historical  analysis  of 
economic  development  on  the  reservations.  I  say  that  in  respect  to 
the  first  act  that  Congress  passed  probably  way  back.  That  was  to 
trade  and  all  that.  That  was  a  long  time  ago.  Then  there  was  a 
span  of  probably  150  years  where  nothing  happened.  That  takes  us 
up  to  1910.  The  act  in  1910  was  the  first  attempt  by  Congress  to  go 
ahead  and  give  the  opportunity  to  contract  with  the  Federal  Gov- 
ernment. That  was  what  the  act  was  all  about.  It's  still  on  the 
books,  incidentally.  Then  it  seemed  like  there's  a  gap  of  roughly  20 
years  in  there.  Then  you  go  roughly  25  years  from  there  and  you 
come  to  the  Indian  Reorganization  Act  of  1934.  That  act  itself  was 
to  serve  two  purposes.  One  was  to  create  tribal  self-governing,  and 
the  other  one  was  to  create  economic  development.  Unfortunately, 
they  didn't.  Thankfully  they  did  a  lot  of  the  self-governing,  but  the 
economic  development  part  of  it  was  shoved  under  the  rug  some- 
where. I  blame  the  Bureau  for  that.  And  I  say  that  by  virtue  of 
nothing  else  happened. 

Then  you  come  another  20  years.  You  come  to  the  Indian  Fi- 
nance Act,  which  is  really  a  mechanism  for  financing.  It's  still 
there.  It's  really  kind  of  pitiful  the  amount  of  funding  they  get  for 
what  they  have  to  serve.  And  I  want  to  touch  a  little  bit  on  the 
Indian  Finance  Act.  We  use  it  a  lot  on  our  reservation,  primarily  to 
help  the  cattle  operators.  That  was  not  the  real  intent  of  the  act. 
The  original  intent  was  to  create  other  types  of  businesses  in  the 
business  infrastructure  itself.  But  we  use  it  for  that  purpose  more 
than  anything  else.  There  are  some  inherent  problems  in  the  act 
and  always  have  been.  And  I  really  would  like  to  see  an  independ- 
ent party  outside  of  the  Bureau  to  look  at  the  policies  and  proce- 
dures. 
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If  you  go  back  to  the  original  act,  there  is  a  grant  program  in 
there.  If  you  read  the  act,  the  purpose  of  the  grant  program  was  to 
provide  equity  capital  to  people  so  they  could  get  loans.  Now  in 
order  to  get  the  grants,  you  have  to  get  20  percent  equity  to  get  the 
equity  grant.  That's  crazy.  I  mean,  those  are  policies  that  are  set  in 
the  Aberdeen  area.  They're  arbitrary,  and  there's  no  consistency.  If 
you  go  across  this  whole  country  into  the  different  areas,  there's  no 
consistency.  Everyone,  you  find,  interprets  the  Indian  Finance  Act 
the  way  they  want  to.  You'll  find  that  to  be  true.  And  I'm  sure 
that  some  of  the  chairmen  will  back  me  up  on  that.  We  find  that  to 
be  true  all  over.  That's  got  to  be  corrected.  We've  only  had  three  or 
four  businesses  started  under  the  Indian  Finance  Act,  but  that's 
primarily  because  of  lack  of  funding. 

If  you  want  to  look  at  some  really  bad  statistics,  take  a  look  at 
the  amount  of  funding  that  the  Bureau  puts  into  economic  develop- 
ment. You  have  a  1.8  billion  dollar  budget.  The  percent  that's  put 
in  for  economic  development  is  less  than  one-half  of  1  percent. 
That's  asinine  to  me.  All  of  the  other  ones  that  put  in  are  for 
Social  Service,  and  we  need  that.  We  need  that  kind  of  money  for 
the  Social  Service  programs,  but  look  at  the  imbalance.  In  the 
Bureau,  sure,  they  say  they  can't  do  anything,  but  every  time  pro- 
bation hearings  come,  they  don't  have  to  lay  down,  roll  over,  and 
play  dead.  They  can  support  and  get  support  from  the  tribes  and  do 
some  more  so  that  we  can  help  support  their  budget  and  increase 
the  rate  of  economic  development. 

We  went  up  to  1972— or  1974,  then  another  20  years.  Now  we're 
coming  around  again.  Every  20-year  cycle  they  try  to  do  something 
in  economic  development.  I  hope  one  of  these  days  they  really  get 
something  meaningful  done. 

Now  we're  up  to  Public  Law  102-447.  That  is  to  allow  Indian 
people  to  work  in  the  private-sector  programs.  Usually  they  have 
to  work  for  tribal  government  or  someone  like  that.  That's  a  start. 
That  bill  was  initiated  in  part  by  Cheyenne  River,  and  it  was 
passed  last  year. 

The  other  one  is  the  Overseas  Investment  Act.  This  is  something 
I  think  that's  bothered  all  of  us.  Now  I'm  going  to  read  the  small 
section  in  there.  But  this  investment  act  was  attached  to  it  as  a 
part  of  the  Foreign  Assistance  Act  of  1961.  And  it  said  by  adding 
the  following,  the  extension  of  the  American  Indian  tribes,  Ameri- 
can Indian  tribes  will  be  considered  as  less  developed  countries  for 
purposes  of— et  cetera.  You  know  well  yourself  how  many  billions 
of  dollars  that  is  spent  overseas.  And  here  you  have  separate  enti- 
ties. We're  sovereign  nations  within  the  nation.  We  should  be  ac- 
corded the  same  kind  of  treatment  and  the  same  kind  of  money 
that  you're  pumping  into  all  of  these  other  countries.  Oftentimes 
we  pump  money  over  there  and  next  time  we  receive  the  money 
it's  coming  back  in  the  form  of  bullets  or  something.  And  that  hap- 
pens. I  think  it's  time  that  we  look  at  all  of  these  bills  and  get 
something  meaningful  started. 

Now,  as  you  well  know,  the  Revenue  Reconciliation  Act  that  was 
signed  by  the  President  includes  two  things.  Of  course,  that  re- 
placed S.  211.  S.  211  was  probably  the  best  bill  I've  seen.  But  the 
new  one  has  two  things.  It  gives  us  accelerated  depreciation.  The 
other  thing  is  some  investments  on  employment  tax  credits  if  they 
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buy  health  insurance  and  things  like  that.  The  interesting  thing 
about  this  is  going  to  be,  Senator,  will  it  work?  We  have  enterprise 
zones  and  we  have  all  of  these  other  things  we  talk  about,  but  none 
of  them  have  really  worked  yet.  We've  got  to  make  them  work 
somehow. 

I  like  the  concept  of  accelerated  depreciation,  because  we're  walk 
talking  about  2  or  3  years.  Ordinarily,  people  who  want  to  invest, 
want  us  to  build  the  building,  buy  the  equipment,  do  everything. 
They  come  in  and  use  us  as  cheap  labor  and  they  leave.  I  think 
with  accelerated  depreciation,  we  may  have  a  chance  to  have  them 
buy  the  building,  buy  the  equipment,  and  we  wouldn't  care  if  they 
left  in  2  years  because  we  could  make  a  factory  out  of  this.  So  I'm 
really  interested  in  this  because  I  think  it  is  a  start,  but  I  think 
we're  going  to  need  a  lot  of  Congressional  support  to  get  it  to  really 
work.  By  Congressional  support — some  of  the  Federal  agencies 
don't  always  buy  into  some  of  these  ideas.  They  give  you  all  of 
these  arguments.  Well,  that  isn't  the  regulation  and  that  doesn't  fit 
this,  and  you  know  the  whole  argument.  Like  John  said,  we've  got 
to  cut  some  agreements  with  the  private  sector  and  with  the  gov- 
ernment. 

Really  one  of  the  goals  of  economic  development  on  our  reserva- 
tion, Cheyenne  River,  is  to  enact  legislation  and  appropriations  and 
encourage  Federal  agency  action.  That's  just  what  we  were  talking 
about.  That's  one  of  our  goals. 

If  you  look  at  historical  allocation  of  resources,  there's  continued 
need  for  social  services,  health,  and  all  of  that  stuff.  But  let  me  tell 
you  a  little  example  I  use.  If  you  recall  in  1987  down  in  Phoenix, 
there  was  a  big  scandal  in  the  Bureau  of  Indian  Affairs.  There  was 
sexual  abuse  in  the  schools.  I'll  tell  you  what  that  generated.  I 
don't  know  what  it's  going  to  bring  yet,  but  that  generated — and 
you'll  find  it  in  Public  Law  101-630.  But  there's  two  programs. 
One's  for  sexual  child  abuse  and  the  other  one  is  the  domestic  vio- 
lence. The  first  bill  I  saw  would  have  generated — and  I  don't  know 
how  much  it  would  have  paid,  but  it  would  have  been  $80  million  a 
year  for  5  years.  And  the  $10  million  a  year  for  the  child  sexual 
abuse — I  mean,  the  domestic  violence.  If  you  add  that  up,  Senator, 
that  is  $450  million.  That  is  a  half  a  billion  dollars.  Think  what 
Indian  country  could  do  with  that  same  amount  in  economic  devel- 
opment. But  the  bad  part  about  the  whole  issue  was  it  made  us  all 
look  like  we  sexually  abused  our  children  and  beat  our  wives. 
That's  what  that  bill  did.  And  it  had  the  potential  for  generating  a 
tremendous  amount  of  money.  I  don't  know  how  much  they're 
going  to  get,  but  they're  getting  quite  a  bit.  I'm  not  saying  that  it 
isn't  legal,  but  on  the  other  hand,  look  at  the  amount  of  money 
that  they're  spending  on  economic  development,  one-half  of  1  per- 
cent of  $1.8  billion  isn't  very  much. 

The  Bureau  of  Indian  Affairs,  for  some  odd  reason,  continues  to 
try  to  cut  all  of  the  Indian  Finance  Act  money  out.  They  can't  do 
that.  That  is  not  for  them  to  decide,  that's  a  Congressional  law. 
The  probations  come  every  year.  They  can't  stop  it  until  the  law  is 
gone.  Every  year  they  try  to  cut  the  Indian  Finance  Act,  and  I 
can't  understand  why.  If  they  do  away  with  this,  they're  not  going 
to  have  any  economic  development  programs. 
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There's  no  organized  plan  to  assist  us  in  terms  of  economic  devel- 
opment, nor  do  they  have  a  staff.  I  don't  know  of  any  person  at  the 
top  government  in  the  Bureau  of  Indian  Affairs  that  has  ever  run 
a  business  successfully.  They're  bureaucrats;  they're  not  business- 
men. If  they're  going  to  put  someone  in  there,  don't  put  in  the  cro- 
nies that  have  come  out  of  some  agency,  got  kicked  out.  Put  some- 
one in  there  from  the  business  sector  in  those  positions.  I  think 
that  would  help  more  than  anything.  And  I'm  not  Bureau-bashing; 
I'm  telling  the  truth  about  it.  That's  what's  happening. 

As  far  as  the  Small  Business  Administration  goes,  they're  just 
like  any  other  lending  institution  as  far  as  the  national  programs. 
They're  good  for  some  tribes  and  they're  good  for  some  people.  But 
we're  trying  to  build  a  Super  8  on  the  reservation,  and  we  need  a 
Super  8.  We're  having  problems  right  now  with  getting  SBA,  Sioux 
Falls,  to  sign  off  and  acknowledge  that  we  have  a  charter  manage- 
ment company — we  have  our  own  charter.  Cheyenne  River  has 
passed  an  ordinance  called  the  Governmental  Coordination  Act 
that  allows  us  to  create  our  own  charters.  This  is  good.  With  that, 
we  have  created  the  management  corporation.  They  are  reluctant 
to  accept  that  corporation.  They  want  us  to  charter  through  the 
State  of  South  Dakota.  There's  no  way  I  am  going  to  charter 
through  the  State — that's  throwing  our  sovereignty  out  the 
window.  We  have  our  own  mechanism  to  charter.  We  charter  our 
own  creations,  and  that's  the  way  we've  run  our  enterprises. 

It's  just  like  under  Section  17,  the  Federal  Government  gave 
some  tribes  Federal  charters  to  do  business.  We're  under  Section 
16,  but  we  still  have  the  same  authority  now  to  do  the  same  thing. 
And  that's  what  we're  doing.  So  we  are  having  a  problem  with 
that.  Hopefully  it  will  get  resolved  within  the  next  week  and  we 
can  break  ground  on  that. 

I'm  going  to  bring  only  one  more  thing  up,  and  I'll  just  go  over 
some  of  the  current  economic  development  on  the  reservation  that 
we  have.  We  have  our  own  telephone  authority.  We  have  a  sales 
and  service,  we  provide  our  own  office  supplies.  We  have  our  own 
gas  company,  and  we  use  a  lot  of  propane  and  so  we  purchased 
some  of  it.  We  have  utilities  and  our  own  cable  TV  company.  We've 
got  a  beef  herd  and  a  buffalo  herd.  We've  also  got  trucking  and 
construction.  And  yesterday  we  broke  ground  on  the  17,000-foot  su- 
permarket. That  supermarket  was  leased  for  20  years  by  a  non- 
Indian,  outside  businessperson.  The  administration  took  it  over, 
and  last  December  we  opened  it  up.  And  I'll  tell  you  what  that  did. 
It  reduced  the  cost  of  foods  to  the  people.  We  got  a  lot  of  people 
that  are  locked  into  the  reservation  that  can't  go  to  Rapid  City  or 
go  somewhere  else.  Even  if  they  had  a  good  road,  they  couldn't  go. 
So  that's  what  that  has  done.  That's  what  economic  development  is 
doing  for  us.  And  with  the  expanded  store,  we're  going  to  be  able  to 
get  even  cheaper  groceries  for  our  people.  We're  looking  at  some 
other  things.  We  do  need  the  Super  8,  and  so  if  that  doesn't  float,  I 
think  we're  going  to  be  calling  your  office  and  Senator  Daschle's 
office,  whoever  it  takes,  because  we  want  to  get  some  construction 
started  before  the  onset  of  winter  so  we  can  get  it  opened  by  De- 
cember. 

So  the  bottom  line,  I  guess,  is  that  tribes  are  hard  to  capitalize. 
We  have  a  hard  time  acquiring  capital.  I  think  the  Bureau  is  not 
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going  to  do  anything  about  it.  I  think  Congress  has  got  to  pass 
some  legislation  that's  going  to  increase  the  actual  amount  of  dol- 
lars that's  going  to  be  available  to  us.  There's  one  thing  I  really 
strongly  believe,  and  that's  that  if  you  make  an  investment  today, 
you're  going  to  have  less  need  for  health  care  costs.  We  can  pay 
some  of  our  own.  We  can  pay  for  some  of  our  social  services,  all 
that.  That  teeter-totter  that's  way  out  of  balance  should  balance 
itself  somewhere.  We're  willing  to  pay  for  our  own  social  services. 
We  do  pay  for  some  of  our  own  dental  assistance.  We're  willing  to 
do  that.  We  don't  want  to  be  on  the  Federal  Government  forever. 
And  that's  one  way  of  doing  it,  eject  a  lot  of  capital  into  it  right 
now.  Because  every  year  that  you  wait  is  going  to  get  that  much 
worse.  The  problem  is  going  to  magnify.  It's  going  to  cost  that 
much  more.  So  I  will  leave  you  with  that  thought,  Senator. 
[The  prepared  statement  of  Mr.  Bourland  follows:] 

Prepared  Statement  of  Gregg  J.  Bourland 

Mr.  Chairman  and  Members  of  the  Subcommittee.  Please  allow  me  to  introduce 
myself.  My  name  is  Gregg  Bourland.  My  Lakota  name  is  "Wanbli  Awanyankapi" 
(Eagles  Watch  Over  Him).  I  am  of  the  Minnecoujou  Band  of  Lakota  people,  one  of 
the  four  bands  that  comprise  the  Cheyenne  River  Sioux  Tribe.  On  behalf  of  the 
members  of  the  Cheyenne  River  Sioux  Tribe  and  its  leadership  I  would  like  to 
thank  you  for  giving  us  the  opportunity  to  present  our  testimony  today. 

1.  Philosophy  and  Goal 

The  philosophy  of  the  Cheyenne  River  Sioux  Tribe  regarding  economic  develop- 
ment is  based  on  the  premise  that  economic  self-sufficiency  will  become  the  primary 
goal  of  the  tribe  in  the  1990s.  The  philosophy  and  goal  of  the  Cheyenne  River  Sioux 
Tribe  is  as  follows:  (1)  That  economic  development  should  become  the  No.  1  priority 
of  the  tribe;  (2)  that  the  goal  should  be  to  make  the  tribe  economically  self-sufficient 
by  2005. 

Without  a  philosophy,  without  a  goal,  without  a  mission  statement  nothing  will 
happen  regarding  economic  development. 

2.  Historical  Assessment  of  Past  Development  Efforts 

The  first  attempts  by  Congress  to  assist  in  the  development  of  reservation  econo- 
mies was  in  1910  through  the  passage  of  the  Buy  Indian  Act,  an  act  which  gave 
Indians  preference  in  providing  services  to  the  Bureau  of  Indian  Affairs.  There  was 
very  little  economic  development  activity  on  the  reservation  for  a  span  of  25  years. 
Congress  passed  the  Indian  Reorganization  Act  (IRA)  on  June  18,  1934,  (48  Stat.  984) 
as  amended  by  the  Act  of  June  15,  1935  (49  Stat.  378)  the  intent  of  this  act  was 
twofold.  The  IRA  was  enacted  for  the  express  purpose  of  creating  a  process  for 
Indian  tribes  to  assume  responsibility  for  becoming  self-governing  and  to  create  an 
economic  base  for  the  reservations.  Under  Section  17  of  the  act  tribes  could,  by  peti- 
tion with  at  least  one-third  of  the  adult  members  could  receive  a  Federal  charter  to 
conduct  business  within  and  without  the  boundaries  of  the  reservation.  A  majority 
of  the  tribes  did  not  choose  Section  17  of  the  IRA  but  elected  to  come  under  Section 
16  of  the  act.  Although  tribes  created  systems  of  self-government  under  this  act  they 
were  totally  administered  by  the  Bureau  of  Indian  Affairs,  as  a  result  the  tribes 
made  little  or  no  economic  progress  until  1947  when  the  Revolving  Cattle  Program 
(RCP)  was  started  and  a  significant  number  of  Indian  families  started  ranching  op- 
erations. The  RCP  was  a  program  whereby  individuals  were  given  30  head  of  cows 
and  1  bull  and  repaid  in-kind,  this  program  was  fairly  successful.  Under  provisions 
of  P.L.  776  in  1954,  $11  million  were  made  available  to  the  Cheyenne  River  Sioux 
Tribe.  There  were  three  economic  programs  developed  under  what  was  known  as 
the  Rehabilitation  Farm  Program.  These  were  all  on  a  loan  basis,  they  were  the 
Rehabilitation  Farm  Program,  the  Cattle  Repayment  Program  and  the  Business  En- 
terprise Program.  These  programs  did  contribute  somewhat  to  the  economic  status 
of  the  reservation.  From  1954  until  1974  there  was  another  20  year  span  with  very 
little  economic  activity  at  the  tribal  governmental  level.  On  April  12,  1974  the 
Indian  Financing  Act  (P.L.  93-262)  was  signed  into  law.  This  act  created  the  first 
realistic  opportunities  for  entrepreneurs  to  become  involved  in  businesses.  The  three 
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programs  created  by  this  Act  are  the  Guaranteed  Loan  Program,  Direct  Loan  Pro- 
gram and  the  Grant  Program.  Since  the  inception  of  the  act  these  programs  have 
improved  the  total  economy  of  the  reservation.  During  the  past  4  years  the  tribe  has 
been  encouraged  by  the  attempted  passage  of  a  number  of  bills  that  contain  a  wide 
range  of  economic  incentives  as  inducements  for  enticing  private  sector  businesses 
to  relocate  on  the  reservation. 

The  Revenue  Reconciliation  Act  of  1993,  signed  by  President  Clinton  on  August 
10,  includes  a  number  of  provisions  of  the  proposed  Indian  Employment  and  Invest- 
ment Act  of  1993.  While  the  final  act  shed  certain  appealing  attributes  of  the  origi- 
nal Senate  and  House  bills  (S.  211  and  H.R.  1325,  respectively),  the  compromise  still 
provides  significant  tax  incentives  for  businesses  on  Indian  reservations.  The  act  in- 
cludes: (1)  an  accelerated  depreciation  deduction  schedule  for  "qualified  Indian  res- 
ervation property,"  and  (2)  an  income  tax  credit  for  increased  wages  and  qualified 
employee  health  insurance  costs  paid  by  reservation  employers.  We  have  to  try  and 
implement  these  provisions  into  our  economic  development  plans  and  initiatives.  It 
is  too  early  to  tell  if  they  will  attract  outside  investments. 

.It  has  become  obvious  that  the  tribe  will  have  to  seize  the  initiative  in  developing 
the  economy  of  the  reservation.  From  a  historical  perspective  this  is  what  the  last 
80  years  has  taught  us. 

Economic  Development 

The  goal  for  economic  development  for  the  Cheyenne  River  Sioux  Tribe  is  to  enact 
legislation,  appropriations  and  encourage  Federal  agency  action  that  will  assist  our 
tribe,  Indian  business-persons  and  the  private  sector  to  develop  vibrant,  multi-sector 
economies  on  our  reservation.  There  is  no  one  sector  of  the  economy  that  offers  a 
panacea  for  the  economic  deficiencies  that  presently  plague  our  reservation.  Instead 
assistance  must  be  provided  to  promote  tribally-owned  enterprises,  individual  Indian 
businesses,  and  non-Indian  private  sector  activity  in  the  full  range  of  economic  sec- 
tors that  can  be  developed  on  the  Cheyenne  River  Sioux  Reservation,  this  includes 
areas  such  as  industrial  and  businesses  development,  agriculture,  tourism,  water  re- 
sources, land  resources,  mineral  resources,  and  human  resources.  It  will  be  up  to  the 
tribal  members  and  the  Indian  and  non-Indian  business  persons  to  make  a  decision 
on  which  economic  area  will  make  sense  on  our  reservation.  The  goal  must  be  to 
develop  complete  and  diverse  economies  for  our  reservation. 

Attaining  this  goal  will  do  more  than  just  promote  reservation  economies.  It  will 
also  assist  in  alleviating  many  of  the  other  problems  that  are  ever  present  here,  be- 
ginning with  poverty,  alcoholism,  drugs  and  other  social  problems,  substandard 
housing  and  inadequate  health  care.  In  addition,  with  economic  self-sufficiency 
comes  the  freedom  to  choose  ones'  own  lifestyle  and  to  maintain  and  to  develop  our 
Indian  culture,  practices  and  or  values  that  are  so  important  to  our  tribe  and  our 
Indian  people. 

The  rationale  for  our  high  emphasis  on  Tribal  economic  development  is  predicat- 
ed on  the  historical  allocation  of  the  continued  need  for  social  and  health  care  fund- 
ing. A  realistic  and  accurate  analysis  of  past  funding  provided  to  tribes  clearly  indi- 
cated a  disproportional  amount  of  funding  for  social  programs.  We  are  not  denying 
the  fact  this  funding  is  needed.  It,  however,  is  our  contention  that  if  the  Federal 
Government  and  Congress  in  the  past  would  have  provided  more  funding  for  eco- 
nomic development,  there  would  be  a  decreased  requirement  for  other  categories  of 
funding  today.  A  classic  case  in  point  is  that  the  Child  Protection  and  Family  Vio- 
lence Prevention  Act,  Title  IV  of  P.L.  101-630  originally  authorized  $10  million  per 
year  through  1995  for  Child  Sexual  Abuse  and  $80  million  per  year  through  1995  for 
Family  Violence.  This  amount  would  have  added  up  to  almost  half  a  billion  dollars, 
it  is  unknown  how  many  dollars  will  actually  be  appropriated  but  it  will  be  a  fairly 
large  sum.  Congress  and  the  Bureau  of  Indian  Affairs  could  have  very  easily  in  the 
past  put  this  level  of  funding  into  Economic  Development.  The  lack  of  Economic  De- 
velopment is  one  of  the  primary  contributing  factors  in  regards  to  the  increased 
need  for  health  and  social  services  programming. 

Potential  for  Economic  Development 

The  potential  for  economic  development  on  the  Cheyenne  River  Indian  Reserva- 
tion is  limited  only  by  its  vision  and  ability  to  generate  capital.  The  development 
and  implementation  of  the  OEDP  and  the  tribes  long-range  goals  will  assure  that 
economic  development  progresses  on  a  continuim.  The  utilization  of  the  tribal  land 
base,  its  water  resources  and  its  human  resources  will  all  tend  to  facilitate  economic 
discovery  rather  than  economic  recovery.  The  tribe  is  now  in  a  position  to  forge 
ahead  and  make  great  strides  in  economic  development  at  the  tribal,  governmental, 
reservation  and  private  sector  level.  The  tribe  is  gradually  developing  the  capability 
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to  manage  its  own  businesses  and  is  now  successfully  operating  eight  tribal  busi- 
nesses. These  businesses  are  providing  a  managerial  foundation  for  tribal  members 
to  become  involved  in  the  day  to  day  management  of  businesses  owned  by  the  tribe. 
The  tribe  is  emerging  as  a  model  for  the  successful  operation  of  businesses.  The  full 
potential  is  yet  to  be  realized,  tribal  administration  is  solidly  committed  to  economic 
development  as  are  the  reservation  communities.  The  tribe  understands  its  own  po- 
tential and  as  a  result  is  willing  to  take  the  necessary  risks  in  providing  tribal 
equity  in  some  of  the  more  promising  projects.  The  development  of  the  Cheyenne 
River  Tribal  Governmental  Corporations  Ordinance  will  provide  added  potential  by 
providing  an  appropriate  business  infrastructure  which  will  be  accepted  by  outside 
private  sector  developers  and  investors. 

Indian  Finance  Act,  Revolving  Loans,  Indian  Reorganization  Act 

Our  reservation  is  primarily  an  agricultural  economy  and,  as  such,  the  programs 
that  provide  equity  capital  and  credit  to  develop  and  maintain  this  agricultural 
economy  is  not  presently  sufficient  to  meet  the  reservation  needs.  Currently  less 
that  50  percent  of  the  tribal  units  are  stocked  with  cattle.  The  lack  of  equity,  capital 
and  availability  of  credit  is  a  detriment  to  the  development  of  sound  reservation 
economy.  A  new  program  will  require  a  minimum  of  $4  million  to  provide  sufficient 
equity  to  obtain  credit  to  restock  the  range  units.  The  Indian  Finance  Act  has  to  be 
reviewed  by  a  task  force  which  is  independent  of  the  Bureau  of  Indian  Affairs. 
There  is  a  consistent  misinterpretation  and  development  of  policies  and  regulations 
from  one  BIA  area  to  another,  as  a  result  arbitrary  decisions  are  made  by  BIA  offi- 
cials, some  of  these  decisions  are  political  in  nature. 

Small  Business  Administration 

The  Small  Business  Administration  programs  7A  and  8A  like  all  of  the  lending  or 
loan  guarantee  programs  works  in  the  same  way  as  the  other  Federal  programs 
with  the  exception  that  SBA  personnel  are  often  reluctant  to  process  loans  to  tribes 
and  individuals  because  of  their  basic  lack  of  knowledge  and  understanding  of  tribal 
sovereignty,  trust  status,  authority  of  tribe  to  certify  its  own  corporations,  inability 
to  attach  liens  on  tribal  property.  The  tribes  must  have  a  meeting  of  minds  with 
SBA  on  these  major  issues. 

Gaming 

The  Cheyenne  River  Sioux  Tribe  within  the  past  week  has  negotiated  a  Class  III 
Gaming  Compact  with  the  State  of  South  Dakota  which  is  awaiting  the  Governors' 
signature  before  it  becomes  an  official  agreement.  After  the  compact  is  approved  by 
the  IGRA  Commission  we  are  planning  a  complete  destination  resort/casino  com- 
plex. 

Current  Economic  Development 

The  Cheyenne  River  Sioux  Tribe  is  successfully  operating  seven  (7)  business  enti- 
ties which  are  adding  to  our  economic  asset  base.  These  businesses  are:  the  CRST 
Telephone  Authority,  CRST  Sales  and  Services  (office  supplies  store),  Cheyenne 
River  Gas  Company,  CRST  Beef  Herd,  CRST  Buffalo  Herd,  CRST  Cable  Television, 
and  CRST  Trucking  and  Construction.  We  are  also  operating  an  8th  business  entity 
successfully,  the  former  Lynn's  Super  Valu  which  was  leased  by  a  non-Indian/off- 
reservation  firm  for  the  past  20  years.  It  is  now  renamed  the  Lakota  Thrifty  Mart, 
totally  under  tribal  management  and  employs  33  Native  Americans.  We  are  now 
building  a  new  17,000  square  foot  building  to  house  the  Lakota  Thrifty  Mart.  We 
are  finalizing  the  financing  to  construct  a  40-unit  Super  8  Motel  in  Eagle  Butte. 

CONCLUSION 

An  investment  in  economic  development  at  this  time  will  pay  very  high  dividends 
in  the  future.  The  dividends  will  come  in  the  form  of  decreased  needs  for  health 
care  and  social  services  programming.  The  current  deficiencies  in  funding  for  these 
categories  of  funding  will  in  time  reach  a  balance  point,  where,  these  dollars  will  be 
adequate  to  meet  all  of  the  current  unmet  needs.  Clearly  the  BIA  and  Congress 
through  regulations,  acts  and  other  economic  development  incentives  for  tribes  can 
set  a  priority  on  economic  development  just  as  the  Cheyenne  River  Sioux  Tribe  has. 
A  concentrated  effort  of  economic  development  for  Indian  tribes  has  never  been 
tried.  Economic  development  is  not  just  an  alternative,  it  is  the  only  alternative,  for 
making  the  tribes  economically  self-sufficient  and  truly  self-governing. 


17 

Senator  Pressler.  Thank  you  very  much.  You  have  said  many 
good  things,  and  I  join  with  you.  I  may  have  a  question  or  two  for 
the  full  panel. 

We  have  two  panelists  left  here,  and  then  we  have  other  panels. 
So  witnesses  may  have  to  summarize  their  statements  to  some 
extent,  but  we  will  place  their  entire  statement  in  the  written 
record. 

I  now  call  on  Michael  Jandreau  from  the  Lower  Brule  Sioux 
Tribe,  a  good  friend.  We  thank  you  for  coming  over  this  morning. 

STATEMENT  OF  MICHAEL  B.  JANDREAU,  TRIBAL  CHAIRMAN, 
LOWER  BRULE  SIOUX  TRIBE 

Mr.  Jandreau.  I  will  try  to  be  brief  in  my  comments.  Many  of 
the  things  that  I  would  say  would  probably  be  repetitive  of  what 
has  been  presented  to  you  so  far.  Sometimes  being  that  way  will 
make  people  realize  that  there  is  a  concern. 

Economic  development  funds  that  have  been  made  available,  for 
the  most  part,  have  been  competitive.  The  Lower  Brule  Sioux  Tribe 
was  fortunate  to  receive  a  grant  in  1992  for  $225,000  of  which  we 
matched  with  20  percent  of  our  own  money.  And  that  has  the  po- 
tential to  allow  us  to  do  something  in  developing  other  businesses 
on  the  reservation.  However,  our  1992  moneys  were  not  received 
until  late — mid-1993.  We  then  received  a  letter  from  the  Office  of 
Economic  Development  that  is  currently  being  headed  by  Denise 
Homer  indicating  to  us  that  we  were  going  to  only  receive  one- 
quarter  of  our  1993  money  and  maybe  we  would  receive  it  in  the 
last  quarter  of  the  year,  which  we  are  in  currently.  Today  I  have 
not  received  either  an  allocation  of  funds  or  an  indication  of  when 
those  dollars  will  be  available,  No.  1.  No.  2,  in  tracing  what  hap- 
pened with  these  economic  development  funds,  we  found  that  of 
the  34  tribes  that  were  funded  across  the  nation,  11  of  us  were  an 
identification  of  diminishment.  Our  allocation  was  taken  to  fund 
the  shortfall  in  contract  support.  I  find  this  a  bit  ironic  because  we 
recently  received  another  one  of  our  contracts  that  had  no  contract 
support  money  in  it  at  all. 

I  have  asked  your  office,  the  office  of  Congressman  Johnson,  and 
the  office  of  Senator  Daschle  to  contact  the  Office  of  Economic  De- 
velopment and  the  Bureau  central  office  to  request  that  those 
funds  be  replaced  or  at  least  to  give  us  an  indication  for  certain 
when  we  would  receive  the  rest  of  the  money.  I  did  that  approxi- 
mately a  month  ago.  To  date,  I  have  not  had  a  response  from  any 
of  your  offices  in  regard  to  this.  The  only  response  I  received  indi- 
cated that  Ms.  Homer  refused  to  respond  to  phone  calls.  Personnel 
in  those  offices  must  be  responsible  and  dedicated  to  economic  de- 
velopment as  it  occurs  on  the  reservations,  and  this  must  be  done 
with  the  thought  that  we  as  tribes  are  not  interested  in  constantly 
fighting  with  the  Federal  Government  to  fund  survival  on  our  res- 
ervations. 

The  stabilization  of  the  infrastructure  is  the  great  component 
that  has  to  be  dealt  with  more  effectively  than  it  is  today  for  us  to 
truly  talk  about  economic  development.  I  listened  with  great  inter- 
est to  Mr.  Mestes  in  indicating  all  of  the  things  that  the  Cheyenne 
River  Tribe  is  doing,  and  I  think  that's  great.  But  I  know  statisti- 
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cally  our  educational  levels  are  so  far  below  par  that  many  of  us 
are  going  to  have  a  very  difficult  time  fulfilling  the  educational 
needs  of  our  students  through  this  next  year.  Economic  develop- 
ment cannot  occur  if  we  cannot  educate  our  children.  Health  needs 
have  to  be  met  specifically  and  fully  in  order  to  have  a  healthy 
group  of  people  to  deal  with  economic  development.  Contracting,  as 
it  occurs  for  Federal  programs  and  Federal  services,  have  to  be  met 
more  consistently  than  they  are  today.  There  is  a  great  lack  of  any 
inputs  from  the  State  of  South  Dakota  in  assisting  tribes  with  the 
federal  dollars  that  they  receive  to  stabilize  their  economic  basis. 
This  is  almost  criminal. 

The  Small  Business  Administration,  to  many  of  us,  is  an  entity 
that  exists  over  there  somewhere.  Their  real  input  into  the  reserva- 
tion and  the  reservation  development,  in  our  experience,  has  been 
almost  nonexistent.  We  look  at  SBA  for  many  of  the  opportunities 
that  can  be  allowed  in  contracting  for  those  products  that — and  ca- 
pabilities that  we  have  developed  with  our  own  dollars  and  with 
our  own  inputs,  and  we  find  there  is  really  no  interest  for  SBA  to 
fulfill  any  type  of  obligations  to  the  tribes. 

On  the  Lower  Brule  Reservation,  we  also  have  a  gas  company, 
construction  company,  a  wildlife  hunting  enterprise,  a  major  farm 
corporation  that  produces  a  tremendous  amount  of  capital  for  us. 
The  tribe  owns  approximately  80  percent  of  the  land  that  is  in 
trust  on  the  reservation.  We  find  that  in  dealing  with  banking  enti- 
ties, it  is  impossible  to  leverage  the  value  of  that  land  to  do  any 
meaningful  project.  There  is  still  great  fear  of  our  court  systems, 
although  almost  weekly  we  have  our  court  systems  utilized  for  big 
businesses  from  off  of  the  reservation  coming  into  court  to  collect 
claims  and  things  of  that  nature.  Somehow  we've  got  to  centralize 
staffing  for  the  capacity  to  adequately  deal  with  economic  develop- 
ment on  the  part  of  the  Bureau.  We  also  need  to  put  into  the 
Indian  Finance  Act  the  capability  that  will  allow  banking  to  devel- 
op individually  on  the  part  of  the  tribe.  Most  of  the  tribes,  in  my 
experience,  generate  millions  of  dollars  with  its  past  due  federal 
money  or  whether  it's  tribally  generated  money  that  immediately 
leave  the  reservation  and  do  not  have  the  opportunity  to  be  effec- 
tively used  by  the  tribe  for  developing  economic  development  ca- 
pacity or  opportunity. 

We  at  Lower  Brule  are  very  proud  of  the  fact  that  with  the  de- 
velopment of  the  casino,  we  have  effectively  reduced,  for  the  short 
term,  our  unemployment  rate  by  48  percent.  Right  now  we  have 
approximately  a  35  percent  unemployment  rate.  Many  of  those 
people  are  picked  up  seasonally  with  the  construction  projects 
we're  doing.  We  have  approximately  $6  million  worth  of  construc- 
tion projects  that  we're  currently  doing. 

You  see,  Senator,  the  capacity  is  here.  The  opportunity  is  here.  If 
there  is  a  real  effort  on  the  part  of  Congress  and  on  the  part  of  our 
delegation  to  assist  us  in  developing  and  working  our  own  plans  as 
individual  reservations,  we  can  succeed.  You  also  must  remember 
that  no  other  individual  outside  of  a  tribal  governing  body,  wheth- 
er they  be  newspaper  editors,  media  personalities,  executive  direc- 
tors, have  the  responsibility  to  speak  for  the  tribes.  Only  the  tribal 
governing  body  as  such  does. 

Thank  you. 
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[The  prepared  statement  of  Mr.  Jandreau  follows:] 

Prepared  Statement  of  Michael  B.  Jandreau 

During  the  late  1960s  and  early  1970s,  the  question  of  Indian  self-determination 
became  particularly  visible  to  the  public  through  Indian  seizures  of  public  institu- 
tions such  as  Alcatraz  and  the  taking  of  Wounded  Knee  where  several  violent  con- 
frontations with  Government  agents  occurred. 

Indian  demonstrations  brought  some  apparent  positive  relief  in  the  form  of  offi- 
cial recognition  of  the  need  for  Indian  self-determination. 

For  the  past  200  years  (approximately)  in  our  relationship,  the  Federal  Govern- 
ment has  dictated  our  life  situation.  Throughout,  the  Federal  Government  has  not 
maintained  its  policy  nor  honored  treaties;  it  has  viewed  the  Indian  people  as  "un- 
civilized" (encouraging  the  civilization  of  Indians  under  the  Snyder  Act)  "immi- 
grants" as  Federal  Government  has  tried  to  "mainstream"  us  into  the  "dominant 
society",  "natural  attractions"  which  must  be  preserved,  we  have  also  suffered 
through  period  of  "ethnic  cleansing"  and  genocide. 

In  1970,  President  Richard  Nixon  stated  "the  time  has  come  to  break  decisively 
with  the  past  and  to  create  conditions  for  a  new  era  in  which  the  Indian  future  is 
determined  by  Indian  acts  and  decisions." 

Congress  responded  by  passage  of  P.L.  93-638,  the  Indian  Self-determination  and 
Educational  Assistance  Act  of  1975.  Through  this  law,  Congress  recognized  "the  obli- 
gation of  the  United  States  to  respond  to  the  strong  expressions  of  the  Indian  people 
for  self-determination  by  assuming  maximum  Indian  participation  in  the  direction 
of  .  .  .  Federal  service  to  the  needs  and  desires  of  those  communities.  [Further,  Con- 
gress declares  its]  .  .  .  commitment  to  the  maintenance  of  the  Federal  Government's 
unique  and  continuing  relationship  with  and  responsibility  to  the  Indian  people 
through  the  establishment  of  a  meaningful  transition  from  Federal  domination  of 
programs  for  and  services  to  Indians  to  effective  and  meaningful  participation  by 
the  Indian  people  in  the  planning,  conduct,  and  administration  of  those  programs 
and  services." 

And  so,  the  current  trend  of  self-determination  was  implemented,  but  not  without 
the  usual  obstacles.  Funding  for  economic  development  is  inadequate  and  is  not  con- 
sistent, one  minute  it's  there,  the  next  it's  gone.  Economic  self-sufficiency  requires 
adequate,  consistent  and  long-term  funding. 

Set  asides  for  the  Indian  tribes  are  needed,  most  specifically,  through  the  Depart- 
ment of  Commerce,  Economic  Development  Administration  (EDA).  Currently,  tribes 
which  are  funded  through  the  EDA,  receive  approximately  $40,000,  with  a  few  re- 
ceiving $50,000.  Most  generally,  this  constitutes  a  tribes  entire  core  planning  grant. 
The  tribes  work  with  thousands  of  people  in  the  employment  project  areas,  thou- 
sands of  acres  of  land  in  the  preservation,  land  use  and  acquisition  and  development 
areas. 

The  development  of  Indian  Gaming  has  been  a  "boon"  to  many  tribes,  proceeds 
providing  for  all  their  needs,  while  others  in  less  populated  areas  have  benefited 
from  the  added  revenue,  still  need  and  require  extensive  financial  assistance.  (How- 
ever, if  Donald  Trump  succeeds  with  his  ploys,  the  tribe  will  be  left  with  very  little. 
History  repeats  itself,  remember  Custer  moving  into  the  Black  Hills  after  the  Gold 
discovery?) 

The  following  will  acquaint  you  with  problems  and  potential  on  the  Lower  Brule 
Reservation  in  South  Dakota. 

Asset:  Land  and  Land  Use 

Although  the  Lower  Brule  reservation  encompasses  230,239  acres  approximately 
138,067  are  trust  land,  which  means  92,172  acres  are  by  non-Indians.  There  are  22 
tribal  members  involved  in  the  ranching  business.  The  carrying  capacity  of  year- 
long animal  units  is  4,650  herd.  The  latest  head  count  of  Indian  owned  cattle  con- 
ducted by  BIA  Land  operations  office  was  3,000  head.  (Provost:  1992)  Consequently, 
these  22  Indian  ranches  are  operating  at  a  deficiency  of  1,650  head  of  cattle. 

Potential 

All  of  the  above  ranches  have  families  and  provide  seasonal  and/or  temporary 
employment  for  others.  A  total  self-sustaining  ranch  is  possible,  if  filled  to  capacity 
with  supplemental  programs  to  assist,  i.e.,  hogs,  chickens,  sheep,  hay  or  feed  lots  to 
increase  carrying  capacity. 
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Problem 

Lack  of  financial  resources.  Not  enough  land  available  for  the  younger  generation 
to  go  into  ranching.  Lack  of  housing  construction  areas,  within  the  community. 

Solution 

A  revolving  loan  plan,  and  administered  by  the  tribe  with  cooperation  of  a  local 
bank. 

A  land  purchase  program  for  additional  housing  and  ranching  operations. 

Financial  Needs 

Ten  million  over  a  5-year  period. 

Asset:  Water 

Lying  along  the  Big  Bend  Reservoir,  the  Lower  Brule  Community  had  available  a 
huge  supply  of  water  for  recreational  and  industrial  purposes:  Length  of  the  reser- 
voir is  80  miles;  average  width  of  reservoir  is  1  mile;  maximum  depth  of  reservoir  is 
78  feet;  shoreline  length  is  200  miles;  total  flow  of  the  Missouri  River  is  17.7  million 
acre-feet  average  annual  flow. 

Potential  and  Problem 

The  development  of  the  Big  Bend  Dam  (the  Pick-Sloan  Plan  which  was  adopted  by 
the  Federal  Government;  to  build  dams  on  the  Missouri  River  for  flood  control  and 
low-cost  energy)  guaranteed  the  tribes  low-cost  energy,  which  has  never  been  deliv- 
ered. In  fact,  States  outside  the  S.D.  pay  a  lower  rate  for  energy  produced  by  the 
Oahe  Dam,  than  do  the  residents  of  South  Dakota  where  the  energy  is  produced. 

Solutions 

The  Lower  Brule  Planning  office  is  now  working  on  a  hydro-electric  power  plant 
plan,  to  provide  low  cost  energy  to  the  Lower  Brule  reservation,  with  excess  energy 
picked  up  by  local  power  companies.  This  project  will  provide  low-cost  energy  and 
revenue  for  the  tribe. 

Recreation  development  is  also  on  the  agenda,  in  the  discussion/planning  stages. 
Lower  Brule  is  located  in  a  hunting  and  fishing  paradise,  which  the  tribe  intend  to 
capitalize  on  by  expanding  current  hunting  opportunities,  and  improving  fishing 
and  water  recreation  opportunities. 

Expanding  irrigation  to  other  parts  of  the  reservation,  which  are  furthest  from 
the  water  source  is  also  being  contemplated.  Planning  and  discussions  should  occur 
within  6  months. 

The  Lower  Brule  Sioux  Tribe  must,  also,  be  included  in  the  Mni  Wiconi  Act,  to 
preserve  current  water  rights  and  future  water  resources. 

Financial  Needs 

Three  million  over  a  3-year  period. 

Asset 

Human  resources:  According  to  the  1990  Census  Tribal  members  living  on  the  res- 
ervation number  994,  while  total  Tribal  membership  is  listed  as  1,685.  Total  popula- 
tion living  on  Lower  Brule  is  1,178  according  to  the  latest  Tribal  Planning  office 
statistics.  Non-members  and  non-Indian  number  184  individuals. 

Potential 

Through  Tribal  membership  and  total  population  on  the  reservation,  the  Lower 
Brule  community  should  be  a  thriving,  and  near  self-supporting  community.  The 
need  for  business  development  is  great,  and  since  only  three  business  exist;  if  all 
needs  were  met  a  large  number  of  "healthy"  businesses  could  exist  very  easily. 

Problem 

Lack  of  financial  resources.  Retraining. 

Solution 

The  tribe  provides  grant  dollars  to  be  used  as  equity,  to  cover  up  to  20  percent, 
which  is  required  on  all  business  loan  applications.  This  3-year  project  forecasts  ap- 
proximately between  10-12  new  businesses  within  the  next  3  years.  The  tribe  also 
provides  support  services  along  with  the  grant,  i.e.,  bookkeeping,  accounting,  man- 
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agement,  purchasing  and  marketing,  etc.  These  new  businesses  will  provide  a  limit- 
ed amount  of  employment  for  other  individuals. 

Retraining  has  been  made  available  for  individuals  who  seek  employment  in  the 
Casino,  as  dealers,  money  changers,  machine  technicians,  waitresses,  bartenders, 
etc. 

Evaluation  is  based  on  development  which  impacts  any  of  the  three  resources  and 
provides  income  for  individuals  or  the  tribe. 

Financial  Need 

1.2  million  over  a  5-year  period. 

Goals — As  Stated  Previously 

It  is  the  objective  of  the  Lower  Brule  Sioux  Tribe  to  improve  conditions,  establish 
a  stable  and  diversified  local  economy,  and  enhance  domestic  prosperity.  Through 
active  pursuit  of  this  area,  economic  development  program,  new  and  existing  facili- 
ties will  be  developed  and  expanded.  Both  human  and  natural  resources  will  be 
more  efficiently  utilized.  New  employment  will  not  detract  from  other  areas  but  di- 
versify the  local  economy  with  new  and  stable  income.  Such  new  income  will  not 
only  relieve  the  welfare  load  and  provide  dignity  of  employment  but  also  expand 
local  markets  for  goods  and  services,  stabilize  local  opportunities  and  prevent  the 
economic  burden  of  out-migration. 

Resource  availability  studies  over  the  years  have  shown  that  Lower  Brule's  best 
economic  development  of  an  agricultural  based  industry.  The  development  of  irriga- 
tion and  expansion  of  the  land  base  with  its  many  varied  employment  requirements, 
utilizing  natural  resources  will  serve  to  satisfy  a  portion  of  the  increasing  needs  of 
the  reservation  population. 

When  a  stable  and  diversified  economy  had  been  reached  on  the  reservation,  then 
will  the  Lower  Brule  Sioux  Tribe  ultimate  goal  of  self-sufficiency  be  within  reach. 

The  preceding  statement  is  only  a  synopsis  of  the  needs  on  the  Lower  Brule  Res- 
ervation. If  more  time  were  allowed,  a  comprehensive  document  would  have  been 
developed. 

Without  adequate  financial  assistance,  the  barriers  to  economic  development  will 
remain,  and  the  trend  for  self-sufficiency  will  be  only  that,  a  trend. 

Senator  Pressler.  Thank  you  very  much.  I  shall  have  some  ques- 
tions at  the  end. 

Tuffy  Lunderman  of  the  Rosebud  Sioux  Tribe,  we  thank  you  very 
much  for  being  here  and  ask  you  to  proceed. 

STATEMENT  OF  TUFFY  LUNDERMAN,  PRESIDENT,  ROSEBUD 

SIOUX  TRIBE 

Mr.  Lunderman.  Thank  you,  Senator.  On  behalf  of  the  Rosebud 
Sioux  Tribe,  its  administration  and  elective  council,  we  extend  a 
grateful  thank  you  for  this  opportunity  to  participate  in  the  discus- 
sion about  development  of  small  businesses  in  the  land  of  the 
Lakota  on  the  Rosebud. 

Traditionally,  the  small  businessperson  has  been  a  non-Indian 
who  generally  has  access  to  lending  institutions.  Only  recently 
have  we  seen  a  few  more  Native  American  small  businesspeople 
get  into  the  game.  But  generally  these  businesses  are  non-Indian 
and  have  been  family-owned  for  several  generations.  We  don't  have 
the  access  that  the  non-Indian  has  to  the  lending  institutions.  We 
don't  have  the  necessary  capital.  We  don't  have  sufficient  credit 
background.  Basically,  we  just  don't  have  the  opportunity  to  get  in- 
volved in  small  business  on  reservations. 

How  can  business  and  government  work  together?  The  Federal 
Government  can  appropriate  adequate  funding  for  the  recently 
passed  Indian  Finance  Act  for  short-term  credit  programs,  ensure 
funding  for  tribally  controlled  colleges  and  universities  at  the  rec- 
ommended level,  provide  adequate  health  care  facilities  and  staff, 
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reduce  HUD  housing  rental  rates,  and  strengthen  and  promote  the 
Indian  Gaming  Regulatory  Act.  Basically,  we  need  to  develop  pro- 
gram policies  that  are  supportive  of  our  cultural  traditions.  Cur- 
rent policies  still  try  to  attempt  to  culturate  us,  and  as  such,  they 
perpetuate  stereotypical  myths  about  reservations  and  Native 
Americans,  which  drastically  hinder  small  business  and  economic 
development. 

At  the  State  government  level,  first  and  foremost,  tribal  govern- 
ment must  be  viewed,  accepted,  and  respected  as  the  sovereign  and 
autonomous  government  entity  that  it  is.  Second,  the  State  govern- 
ment must  seek  a  commitment  from  a  citizenry  to  overcome  the  at- 
titude that  it  doesn't  have  a  race  problem  because  it  doesn't  have  a 
significant  black  population.  Third,  State  government  must  admin- 
ister its  gaming  policies  on  the  government-to-government  basis 
and  in  good  faith.  Tribes  are  not  a  Dead  wood  business.  We  are  a 
legitimate  sovereign  power  with  natural  and  human  resources  to 
complement  serious  government  efforts  to  assist  in  strengthening 
tribal  economies. 

Small  business  is  the  backbone  of  America  and  very  well  should 
be  the  strength  of  tribal  economies.  In  order  to  develop  our  econo- 
mies into  strong  working  economies,  we  must  have  accessible  cap- 
ital resources  with  less  stringent  or  more  creative  collateral  re- 
quirements. We  cannot  afford  the  situation  whereby  only  the  rich 
get  richer.  The  past  12  years  demonstrates  clearly  that  such  an  eco- 
nomic philosophy  is  not  conducive  to  economic  growth  nor  to  social 
harmony,  racial  harmony,  or  opportunity. 

Native  American  gaming  has  proven  to  be  a  boom  to  tribal  eco- 
nomic development.  It's  an  effective  tool  or  vehicle  to  tribes  in 
their  efforts  to  achieve  and  maintain  economic  self-sufficiency.  Self- 
determination  is  a  Congressionally  endorsed  concept,  but  Congress 
has  never  appropriated  an  adequate  level  of  funding  to  realize  that 
end.  Now  gaming  allows  tribes  to  become  legitimate  capitalists  and 
to  parlay  those  profits  into  diversified  economic  development  activi- 
ties. 

One  of  the  basic  activities  of  economies  is  to  turn  the  dollar  over 
in  the  local  economy  as  many  times  as  possible  before  it  leaves. 
Ideally,  that  would  be  a  minimum  of  seven  times.  Tragically,  that 
isn't  happening  on  our  reservation.  The  dollar  leaves  almost  imme- 
diately. Albeit  the  Rosebud  Reservation  has  a  distinction  of  being 
the  sixth  poorest  county  in  the  United  States,  there  are  still  a  sig- 
nificant number  of  dollars  in  the  area.  The  total  biweekly  payrolls 
for  tribal  employees,  schools  and  universities,  BIA,  IHA  are  in 
excess  of  a  million  dollars.  There  should  be  considerably  more  de- 
velopment, more  small  businesses,  and  there  could  be  significantly 
more  jobs. 

We  need  more  technical  assistance  funding  that  could  be  admin- 
istered and  provided  through  our  local  university  and  also  be  made 
available  to  the  successful,  long-standing,  individual  small  business- 
es that  have  been  in  operation  for  a  number  of  years.  This  would 
be  available  to  them  to  provide  technical  assistance  also.  As  we  get 
more  small  businesses  up  and  running,  we  need  to  monitor  them 
very  closely  so  that  as  soon  as  problems  surface,  we  can  deal  with 
them.  I  think  that  the  common  practice  is  once  they  start  going, 
they're  on  their  own  and  there's  no  assistance  given  to  them.  They 
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run  into  problems  with  marketing.  They  run  into  problems  with 
the  county.  And  they  don't  have  the  expertise  to  deal  with  them, 
and  eventually  their  business  goes  under.  This  kind  of  technical  as- 
sistance may  be  needed  for  a  period  of  up  to  5  years,  but  you  will 
ensure  profitability,  which  is  the  bottom  line.  Also  by  developing 
those  small  businesses  slowly,  this  running  off  of  dollars  to  off-res- 
ervation economies  will  diminish,  eventually  displacing  this  trade 
deficit  and  stimulate  the  growth  and  strength  of  the  reservation 
economy.  Small  business  development  on  reservations  can  capital- 
ize on  the  spin-off  business  opportunities  of  Native  American 
gaming  by  investing  dollars  in  the  many  diverse  business  opportu- 
nities. The  Federal  Government  will  actually  receive  far  more  ben- 
efits in  the  future. 

We  believe  that  jobs  can  offset  the  tragic  effects  of  alcohol  and 
drugs  and  substance  abuse  naturally.  These  abuses  are  symptomat- 
ic of  high  unemployment,  low  self-esteem,  and  underdevelopment. 
In  conjunction  with  gaming,  we  must  collaborate  with  local,  State, 
and  inner-state  tourism  coalitions.  We  have  a  beautiful  and  mar- 
ketable area  and  we  need  adequate  financial  resources  to  develop' 
our  parks,  lakes,  and  lands.  Viable  projects  such  as  fish  hatcheries, 
working  ranch  resorts,  hunting  wild  game  reserves,  et  cetera,  will 
promote  the  area  while  providing  much-needed,  year-round  employ- 
ment and  additional  summertime  employment  for  students.  We 
need  government  assistance  in  obtaining  our  fair  of  share  of  Mis- 
souri River  water  so  we  can  develop  our  agricultural  lands  and  our 
own  utility  companies.  We  need  government  assistance  in  obtain- 
ing our  water  for  various  non-Indian  pipelines  and  water  projects. 
We  need  government  assistance  in  getting  lower  utility  rates  and 
compensation  for  unperfected  rights-of-ways,  all  these  past  abuses 
for  which  the  Federal  Government  has  a  trust  responsibility  in  pro- 
viding enough  financial  resources  to  remove  the  stigma  of  the  lazy 
Indian. 

Health  care  is  a  vital  issue  in  and  out  of  the  small  business  envi- 
ronment. We  see  more  and  more  people  entering  health  facilities 
that  disillusion  and  insufficient  facilities  with  many  times  incompe- 
tent staff  and  poorly  managed  programs.  We  need  to  be  healthy  to 
work,  and  we  need  people  in  the  health  field  who  are  sensitive  to 
the  local  culture.  Probably  the  single  most  important  factor  is  lack 
of  funding.  As  a  result  of  having  to  ship  out  high  number  of  pa- 
tients, money  is  spread  thin.  And  many  times  we  receive  the  serv- 
ices, but  the  services  go  unpaid.  The  next  thing  we  know,  we  have 
a  collection  agency  pounding  us.  I'm  sure  we  get  the  picture. 

I  do  not  believe  this  is  what  our  ancestors  had  in  mind  when 
they  grudgingly,  but  with  some  foresight,  signed  those  treaties.  We 
have  the  same  thing  in  this  case.  We  have  treaty  rights  to  a  free 
education,  but  somewhere  along  the  line  free  became  anyone  with 
GSL  and  FISL.  Now  many  of  us  have  repayments  or  defaults  hang- 
ing over  our  heads,  and  that  has  a  negative  effect  on  opening  any 
kind  of  business  venture.  We  need  legislation  that  will  remedy 
those  oppressive  and  racist  policies. 

As  far  as  protecting  the  culture,  I  think  historically  you'll  find 
that  culture  is  protected  through  the  language  and  artwork.  We 
have  many  good  artisans  on  our  various  reservations.  I  think  we 
can  assist  them  by  developing  a  network  for  them  and  also  assist 
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them  with  marketing  and  providing  the  necessary  materials  at 
vastly  reduced  costs.  We  do  have  a  heritage,  we  have  a  culture,  we 
have  an  economy  and  we  have  a  society  that  we  need  to  preserve, 
enhance,  and  protect.  Basically  we're  civilized  people. 

I'd  like  to  conclude  by  relaying  a  story  that  I  just  heard  the 
other  day  from  an  individual  closely  connected  to  State  govern- 
ment. I  think  when  you  look  at  it  and  go  through  it,  it  presents 
some  of  the  real  issues  that  hinder  our  economic  development  or 
whatever  the  cases  might  be.  But  he  told  me,  "Reservations  need  to 
realize  that  businesses  aren't  going  to  come  there."  He  said,  "I 
talked  to  a  group  of  businessmen,  and  they  told  me  back  in  1973,  a 
small  business,  non-Indian  owned,  was  burglarized,  vandalized. 
People  were  beaten."  And  as  a  result,  nobody  was  charged.  Nobody 
was  given  any  jail  time.  Basically  nothing  happened.  And  of  course 
he's  talking  about  the  1973  Wounded  Knee  incident.  So  I  respond- 
ed, I  guess,  to  that.  I  said,  "Well,  to  those  non-Indian  businessmen, 
my  response  would  have  been  about  83  years  prior  to  that,  they 
killed  a  bunch  of  our  people  and  nothing  was  done." 

Thank  you,  Senator,  for  this  time. 

Senator  Pressler.  Thank  you  all  very  much.  You  have  made  a 
contribution  here. 

Let  me  ask  a  couple  of  questions.  First  of  all,  I'd  like  your  com- 
ments as  to  whether  the  Indian  gaming  situation  represents  one  of 
the  best  opportunities  for  small  business  development  and  related 
industries,  and  No.  2,  what  more  can  we  do  in  the  area  of  tourism? 

Mr.  Steele.  Yes,  Senator.  Indian  gaming  is  very  vital  to  the  res- 
ervations, like  Tuffy  Lunderman  says.  It  affects  the  offset  commu- 
nities, the  whole  area.  They  need  gaming.  It  is  not  only  good  for 
the  reservation  but  for  surrounding  communities  and  the  State 
overall.  They  benefit  from  this.  And  one  of  the  things  that  we  are 
going  to  be  needing,  Senator,  is  training  money.  Now  we  are  look- 
ing at  Opportunities  for  Industrialized  Centers  (OIC),  which  blacks 
have  created  and  are  using  to  train  people  in  their  community. 
And  there  is  one  Indian  OIC  in  Minneapolis. 

Now  the  Oglala  Sioux  Tribe  does  have  a  charter  and  a  board  at 
this  point  in  time  that  we  hope  to  put  our  training  money  through. 
We  call  it  a  feeder  program  whereby  our  tribal  members  are  given 
the  basic  work  ethics  in  what  is  required,  because  we  find  that  the 
dependency  through  the  Federal  Government  system  here  really  is 
not  conducive  to  anyone  even  trying  to  find  a  job.  I  had  an  individ- 
ual who  hauled  bales  for  2  days,  and  that  was  all  the  scope  of  the 
work  was  because  there  wasn't  enough  there.  The  Bureau  of  Indian 
Affairs,  it  takes  about  a  month,  month  and  a  half  to  get  back  on 
those  rolls.  So  they're  discouraged  to  even  try  and  find  any  kind  of 
outside  funds.  So  being  of  this  manner,  our  people  do  not  have  the 
basic  work  ethics,  and  so  we  do  need  to  tell  them  that  they  need  to 
have  a  baby-sitter  in  line.  They  need  to  have  transportation.  They 
need  to  be  at  that  job  site.  Transportation  in  our  rural  area  is 
needed.  The  priority  is  not  getting  Auntie  to  the  clinic  that  day, 
but  it's  work.  And  they  can  provide  some  help  to  get  auntie  to  the 
clinic,  but  work  was  required  of  them.  They  think  that  they  can  go 
and  miss  a  day  and  then  come  back  and  say,  "Well,  I  took  Auntie 
to  the  hospital  because  she  needed  to  get  there,"  thinking  you  real- 
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ize  that  she  doesn't  have  transportation.  She  needed  to  get  to  the 
clinic. 

And  we  need  to  work  with  OIC  to  establish  these  on  reservations 
for  training.  Now  all  too  often,  the  Bureau  of  Indian  Affairs  has 
the  work  experience  and  program  for  training  and  they  cut  them 
off  after  2  years.  I  would  like  to  know  which  one  of  them  was 
trained  within  2  years  for  their  positions.  We're  going  to  be  work- 
ing with  them  to  address  this.  But  you  just  can't  cut  someone  off 
after  2  years  and  say,  "You're  trained;  get  out  there  and  go  to 
work,"  first  of  all,  when  there's  no  jobs.  I  don't  think  2  years  is 
enough  time. 

Mr.  Lunderman.  Senator,  if  I  could  speak  to  the  training  issue 
as  a  proponent  for  gaming,  I  think  it's  real  important  that  we  get 
rid  of  a  lot  of  myths  about  it,  first  of  all.  In  our  areas,  there's  still  a 
lot  of  misinformation  about  it.  Even  in  the  State,  I  think  we'll  see 
the  referendum  come  up  in  a  couple  of  weeks.  But  JoDean  Joy,  the 
side  she  presents,  a  lot  of  the  statistics  are  probably  true  and  accu- 
rate to  Deadwood  gaming,  but  that  is  not  the  picture  as  far  as 
Indian  gaming  goes.  The  State  and  the  tribe  have  a  lot  more  in 
common  with  Indian  gaming  than  they  do  with  Deadwood  gaming. 
One  Indian  casino  alone  has  already  contributed  more  to  the 
county  government  where  it's  located  than  Deadwood  gaming  has 
contributed  to  the  whole  State  of  South  Dakota,  considerably  more. 
Out  of  more  than  a  billion  dollars  wagered  in  Deadwood,  the  State 
got  $3.6  million  with  2,000  devices.  This  one  lone  Indian  casino 
with  250  devices,  contributed  probably  $250  million  to  the  local 
community.  That's  just  one  casino.  You  multiply  that  by  seven, 
eight,  or  nine  times,  you  can  see  the  benefits  to  the  State  and  to 
the  tribes  and  local  economies. 

If  you  look  at  what's  happened  in  Minnesota  with  gaming,  it's 
the  same  picture  except  on  a  much  higher  level.  They've  enhanced 
police  services  in  the  non-Indian  communities  around  the  area 
where  they're  located,  health  facilities,  schools,  you  name  it.  It's 
had  a  very  positive  impact.  Of  course  this  is  an  economic  issue  with 
a  lot  of  moral  issues  attached  to  it.  I  think  it's  real  important  that 
we  make  the  distinction  between  Indian  gaming  and  Nevada  and 
Atlantic  City  gaming.  They  are  two  totally  different  concepts. 
Native  American  gaming  is  designed  to  enhance  economic  develop- 
ment for  a  legitimate  government,  not  for  individuals  or  small  or- 
ganizations, such  as  Donald  Trump  or  MGM.  It's  pure  capitalism  in 
Nevada  and  Atlantic  City.  Indian  gaming  is  more  of  a  socialistic 
program,  more  in  line  with  our  traditional  cultural  practices  and 
traditions.  And  we  need  to  dispel  a  lot  of  those  myths.  It's  the  best 
thing  to  come  along  as  far  as  development,  but  at  the  same  time  if 
the  only  thing  we  ever  develop  is  a  casino,  then  that's  not  good 
either.  Fifteen,  20,  25  years  from  now  when  gaming  is  gone,  we 
need  to  have  some  visible  things  that  people  can  see  and  then  they 
can  measure  the  effects  of  gaming.  We  just  can't  have  an  old  run- 
down casino,  a  vacant  building  sitting  there  and  say  that  was  our 
attempt  at  economic  development. 

Senator  Pressler.  Mike,  I  believe  that  my  office  has  been  work- 
ing with  the  Lower  Brule  Economic  Director,  on  the  issue  you  men- 
tioned about  what  the  11  of  the  34  tribes  can  do  to  receive  their 
economic  development  funding  as  expected.  Although  no  formal 
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letter  has  gone  out,  we've  been  working  on  it,  and  we'll  continue  to 
do  so. 

Mr.  Jandreau.  Right.  I  have  talked  to  Linda  in  regard  to  that, 
and  that's  what  she  was  telling  me.  There  was  a  refusal  to  return 
the  call. 

Anyway,  in  regard  to  gaming,  being  a  gaming  tribe  actively  pur- 
suing gaming  on  our  reservation,  the  reason  I  emphasized  infra- 
structure so  much  earlier  is  that  we  are  the  only  reservation  in  the 
State  of  South  Dakota  without  an  all-weather  road  that  covers  the 
whole  reservation.  In  fact,  the  highways  that  carry  most  of  the  cli- 
entele for  our  casino  are  in  terrible  shape.  Supposedly,  one  of  them 
that  feeds  off  of  Highway  47  is  supposed  to  be  up  for  bid  next  year, 
and  I  hope  that  that  happens.  But  further  than  that,  although  it's 
a  small  casino,  it  has  generated  approximately  $5  million  worth  of 
gross  income.  Of  that  income,  there  was  nearly  $2  million  that 
went  in  direct  salaries.  Approximately  a  million  dollars  went  to 
pay  for  the  renovation.  And  we  do  own  all  of  our  machines.  The 
rest  went  primarily  to  overhead,  with  the  exception  of  a  small 
return  to  the  tribe  in  actual  cash,  and  that  was  used  to  expand 
other  jobs  and  to  allow  for  economic  opportunity  for  an  individual. 
Beyond  that,  we  also  utilize  the  money  to  pick  up  certain  costs  for 
the  educational  system. 

My  concern  with  gaming  is  with  the  passage,  which  I  think  we're 
almost  assured  of,  of  Senate  Bill  12  out  of  the  State.  What  effective- 
ly has  happened  with  that  passage  and  with  the  vote  that  will  take 
place  on  September  14  is  we  have  effectively  opened  all  of  South 
Dakota  to  gaming.  The  whole  issue  of  whether  the  reservations  can 
buy  land,  trust  land,  off  of  the  reservation  and  place  casinos  on  it 
has  been  the  greatest  effort  by  the  State  to  retard  the  full  signifi- 
cance of  Indian  gaming.  However,  the  exact  same  situation  oc- 
curred in  Deadwood,  the  Dunbar  development.  Deadwood,  South 
Dakota,  expanded  its  city  limits  so  that  the  Dunbar  project  could 
happen.  It  is  absolutely  no  different  than  tribes  possessing  trust 
land  outside  of  the  exterior  boundaries  of  their  reservation.  So, 
with  that  effort  in  mind,  South  Dakota  is  going  to  be  fully  open  to 
gaming. 

Senator  Pressler.  I  want  to  thank  the  tribal  leaders.  We're  very 
honored  to  have  them  here.  I  extended  the  time  for  this  panel  a  bit 
because  it's  so  important  that  we  hear  from  them.  We  may  have 
additional  written  questions  for  them.  They  may  have  additional 
written  statements.  I  want  to  again  thank  you  all  very,  very  much, 
unless  someone  has  a  last  word. 

Mr.  Mestes.  I  would  like  to  make  several  comments.  We  just  got 
our  contract  signed.  He's  got  15  days,  I  think,  to  have  a  public 
hearing,  and  we  will  get  it  back.  It's  one  of  the  things  that  we're 
looking  at.  If  we're  going  to  do  it,  we're  going  to  do  it.  It  does  have 
to  do  with  tourism.  We're  looking  at  possibly  a  resort  destination 
type  for  operation  along  the  Missouri  River,  a  truck  stop,  every- 
thing. That's  the  only  way  it's  going  to  work  for  us.  We  are  going 
to  have  to  attract  most  of  ours  from  some  other  States  or  some- 
where else.  The  local  area  is  pretty  much  saturated.  That's  long 
term  though.  That's  one  way  of  getting  a  gaming  company  clause 
and  to  go  ahead  and  put  in  the  rest  of  the  infrastructure  for  the 


27 

rest  of  the  country  for  tourism.  So  that  what's  we're  looking  at  in 
terms  of  our  gaming. 

Senator  Pressler.  I  again  want  to  thank  the  tribal  chairmen  and 
tribal  spokesmen.  I  do  have  meetings  occasionally  with  tribal  chair- 
men to  try  to  keep  myself  up  to  speed.  Of  course,  I  see  other  people 
as  they  come  into  Washington,  DC,  and  I  shall  continue  to  do  that. 

I'm  going  to  call  on  our  second  panel  at  this  time,  if  I  may.  Our 
second  panel  consists  of  State  and  community  leaders.  We  have 
Steve  Withorne  of  the  Governor's  office.  We  have  Ken  Provost  of 
United  Sioux  Tribes.  We  have  Cheryl  Crazy  Bull  of  Sinte  Gleska 
University.  We  also  have  Dr.  Jerry  Jaeger,  Area  Director  of  the 
Bureau  of  Indian  Affairs,  Aberdeen.  I  would  call  them  forward,  if  I 
may  do  so  at  this  time.  In  Washington  we  often  require  witnesses 
to  summarize  their  statements.  While  we  don't  have  to  do  every- 
thing like  they  do  in  Washington  I  am  going  to  ask  witnesses  to 
summarize  their  testimony  in  5  minutes  and  then  we  will  place  the 
entire  statement  in  the  record.  If  we  could  do  that,  it  would  be 
useful.  But  on  the  other  hand,  I  don't  want  to  cut  anybody  off. 

So  Steve,  maybe  we'll  start  off  with  you. 

STATEMENT  OF  STEVE  WITHORNE,  GOVERNOR  MILLER'S  OFFICE 

Mr.  Withorne.  Thank  you  for  this  opportunity  to  present  my 
testimony. 

The  State  government  has  been  trying  for  years  to  try  to  get 
something  developed  on  the  reservations,  and  they'll  continue  to 
work  with  the  tribes  and  tribal  members  to  try  to  get  something 
going.  The  late  Governor  Mickelson  developed  the  REDI  Fund  loan 
back  in  1986,  and  it's  run  through  the  Governor's  Office  of  Econom- 
ic Development.  That  was  basically  created  for  job  creation  in  the 
state,  and  it  has  created  approximately  10,000  jobs  in  the  State  of 
South  Dakota,  however,  very  few  have  been  on  the  reservations. 
There's  only  one  project  that  has  been  funded  on  the  reservation, 
and  that  no  longer  is  in  operation.  We've  had  something  like  six 
different  preapplications,  but  only  one  has  finalized  their  applica- 
tion and  was  funded.  So  we're  trying  to  get  some  more  applications 
in,  and  we  want  to  work  really  closely  and  get  a  project  going. 

Some  of  the  things  that  need  to  be  done  to  finalize  these  projects 
are  we  have  to  try  to  get  a  pro-business  attitude  on  each  reserva- 
tion. I'm  sure  this  is  a  two-sided  street.  The  businesses,  if  they're 
going  to  come  into  the  reservations,  they  don't  want  to  feel  like 
they're  going  to  be  abused  on  the  reservation.  But,  the  tribal  gov- 
ernment and  the  tribal  members  don't  want  to  be  abused  either.  So 
they  want  to  develop  a  lot  of  trust  in  that  relationship  before  they 
come  to  the  reservation.  Reservations  must  make  a  good  impres- 
sion on  the  business  so  that  they  feel  comfortable  and  welcome  on 
the  reservations,  like  maybe  clean  up  the  towns,  making  sure  that 
there's  a  proper  infrastructure,  and  that  was  mentioned  earlier. 
And  possibly  the  GOLD  program  that's  run  through  the  Governor's 
Office  of  Economic  Development,  could  be  developed  in  each  com- 
munity too.  I  know  that  there  has  been  some  steps  taken.  Porcu- 
pine has  done  that.  I  think  we're  working  with  Cheyenne  River 
also.  This  is  just  a  recommendation.  The  Organization  of  Tribal 
Governments  needs  to  be  improved,  and  I  think  that's  been  men- 
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tioned  before  too.  The  loan  programs  in  the  Governor's  Office  of 
Economic  Development  are  available  on  reservations.  Like  I  said 
earlier,  we're  looking  for  a  project  to  get  going  as  soon  as  we  can, 
and  it  has  to  be  a  good  project  because  the  Board  of  Economic  De- 
velopment is  a  very,  very  tough  board.  So  we  constantly  are  look- 
ing for  something.  We  want  to  work  together  with  the  tribes  and 
the  Bureau  of  Indian  Affairs. 

When  a  tribe  is  trying  to  get  a  business  into  their  community, 
they've  got  to  add  incentives  to  bring  the  business  to  the  tribal  gov- 
ernment areas.  If  there  is  a  building  there,  maybe  have  it  lease- 
free  or  rent-free  for  a  year  or  two  and  just  try  things  like  that  in 
enticing  the  community.  And  lastly  and  most  importantly,  tribes 
must  be  able  to  ensure  a  stable  work  force  of  sufficient  size  to  keep 
the  company  running.  We're  talking  about  unemployed  rates  being 
pretty  high  and  people  that  don't  have  the  work  ethic.  We've  got  a 
lot  of  bodies  out  there,  and  we  just  have  to  put  them  to  work  and 
keep  them  there  so  the  companies  can  stay  there. 

That  was  the  summary  of  what  I  have  to  say. 

Senator  Pressler.  Good.  I  thank  you  very  much. 

Next  we  shall  call  on  Jerry  Jaeger  of  the  Bureau  of  Indian  Af- 
fairs. 

STATEMENT  OF  JERRY  JAEGER,  AREA  DIRECTOR,  BUREAU  OF 

INDIAN  AFFAIRS 

Dr.  Jaeger.  Thank  you,  Senator  Pressler. 

I'm  here  on  behalf  of  Ada  Deer,  who  is  the  Assistant  Secretary 
for  Indian  Affairs.  Ms.  Deer  has  a  prepared  statement,  and  so  to  do 
her  justice,  I  will  read  her  statement.  And  I'm  sure  I  can  do  this 
within  the  5-minute  time  frame,  Senator. 

It's  a  pleasure  to  be  here.  My  name  is  Jerry  Jaeger.  I'm  the  Di- 
rector of  the  Aberdeen  Area  Office,  and  I  am  speaking  on  behalf  of 
Ms.  Ada  Deer.  Ms.  Deer  regrets  she  is  unable  to  be  here  today  and 
has  asked  me  to  convey  the  following  message  for  her. 

In  Ms.  Deer's  confirmation  statement  before  the  Senate  Commit- 
tee on  Indian  Affairs  last  month,  she  made  a  commitment  to  visit 
Pine  Ridge  early  on  in  her  administration.  Ms.  Deer  has  expressed 
an  interest  in  the  Pine  Ridge  Reservation  because  it  encompasses 
the  single  poorest  county  in  the  United  States,  according  to  the  of- 
ficial U.S.  Census  Report. 

Pine  Ridge  presents  a  special  challenge,  not  only  to  this  adminis- 
tration but  to  the  government  of  the  Oglala  Sioux  Tribe  as  well 
and  its  tribal  members.  We  all  recognize  the  need  to  make  local 
business  creation  one  of  our  highest  priorities. 

Public  Law  103-66,  the  Budget  Reconciliation  Act  approved  by 
President  Clinton  on  August  10,  is  important  legislation  for  Indian 
tribes.  The  act  provides  for  employment  tax  credits  and  accelerated 
depreciation  for  outside  new  investment  and  industry  on  Indian 
reservations.  The  federal  tax  incentives  support  and  enhance  the 
prerogatives  of  tribal  sovereignty  to  tax  and  to  offer  tax  credits  as 
a  means  of  attracting  investments  to  Indian  country. 

Actions  by  the  Federal  Government  cannot  in  themselves  bring 
about  this  change.  Much,  if  not  most,  of  this  responsibility  rests 
with  individual  Indians  and  tribes.  The  objective  is  not  to  solve  the 
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problem  of  tribes  but  to  empower  the  Indian  individuals  and  tribes 
to  create  what  they  want  in  their  lives.  The  lessons  of  the  past 
have  amply  demonstrated  that  attempts  at  federal  solutions  seldom 
work  and  have  often  proved  to  be  counterproductive  in  the  end. 
Our  goal  is  to  initiate  change  in  a  way  that  benefits  Native  Ameri- 
cans and  provides  the  changes  that  will  endure  for  future  genera- 
tions. 

Direct  assistance,  in  terms  of  federal  budget  outlays,  is  not  likely 
to  increase  in  the  future.  However,  tribes  and  their  members  may 
find  capital  resources  more  readily  accessible  in  the  private  sector 
because  of  these  new  tax  incentives  for  Indian  economic  develop- 
ment. 

We  are  especially  supportive  of  small  business  investments,  such 
as  those  funded  by  the  Lakota  Fund,  as  being  a  very  realistic  way 
of  encouraging  the  creation  of  business  appropriate  to  the  needs  of 
the  reservation  community.  This  form  of  microeconomics  is  critical, 
and  the  Federal  Government  should  give  active  attention  to  the 
ways  we  can  assist  in  fostering  small  business.  « 

Many  Indian  tribes  seek  gaming  as  an  effective  means  of  gener- 
ating capital  for  tribal  governments.  Several  tribes  are  investing 
these  revenues  into  building  a  diversified  and  permanent  economic 
base  by  investing  in  education,  industry,  and  infrastructure  on 
their  reservations.  This  is  to  be  strongly  encouraged.  As  a  comple- 
ment to  the  gaming  industry,  tribes  might  consider  building  a  tour- 
ism industry  that  would  have  a  market  already  attracted  by  the 
gaming  trade. 

The  mission  of  the  Federal  Government  under  the  Clinton  ad- 
ministration is  to  move  beyond  just  providing  safety  net  services  to 
the  more  meaningful  and  productive  goal  of  supporting  the  devel- 
opment of  business  in  Indian  country.  We  intend  to  insure  that  fed- 
eral dollars  are  effectively  used  to  create  the  conditions  that  are 
conducive  to  business  activity  and  will  improve  the  lives  of  Indian 
people.  This  requires  focusing  on  building  a  private  sector  in  the 
tribal  communities. 

Self-esteem  and  individual  pride  depend  on  meaningful  work  and 
the  ability  of  families  to  earn  adequate  incomes  for  their  support. 
It  is  in  this  sense  that  a  strong  Indian  economy,  based  on  profitable 
businesses  and  well-paying  jobs,  is  the  only  way  Indian  people  will 
accomplish  true  self-determination. 

We  are  committed  to  the  proposition  that  the  Federal  Govern- 
ment must  work  with  tribal  governments  to  create  an  environment 
on  Indian  reservations  which  provides  every  opportunity  for  Indian 
enterprises  to  succeed,  public  and  private.  This  strategy  of  focusing 
on  those  activities  that  are  properly  a  function  of  government  and 
encouraging  the  businessman  to  develop  the  private  sector  will 
create  the  conditions  that  allow  Indian  individuals  to  effectively 
work  in  the  marketplace  so  that  they  too  might  enjoy  the  standard 
of  living  this  country  offers. 

This  concludes  the  remarks  of  the  Assistant  Secretary. 

Thank  you. 

Senator  Pressler.  Thank  you  very  much. 

Ken  Provost  of  United  Sioux  Tribes. 
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STATEMENT  OF  KEN  PROVOST,  UNITED  SIOUX  TRIBES 

Mr.  Provost.  Thank  you,  Senator  Pressler. 

As  far  as  I  know,  this  is  the  first  Senate  Committee  hearing  on 
the  Indian  reservation.  Maybe  there  have  been  others,  but  I  don't 
know  of  them  if  there  were.  So  I  want  to  thank  you  for  holding  this 
hearing  here. 

I  have  submitted  written  testimony  and  I  don't  want  to  bore  any- 
body with  it,  but  I  tried  to  summarize  four  studies  that  were  con- 
ducted regarding  the  economic  development  in  this  area.  One  of 
them  was  one  that  I  completed.  It  was  a  conservative  needs  assess- 
ment in  the  area  of  credit  for  this  area,  and  it  related  mostly  to 
agriculture.  Anyway,  I  came  up  with  a  figure  that  we  need  at  least 
$16  million  in  the  Indian  Finance  Act  for  the  next  10  years  if  we 
are  to  narrow  the  gap  between  the  Indian  people  and  the  dominant 
society  economically.  I  talked  with  some  Bureau  personnel  a  while 
back  and  found  out  that  we  were  in  the  mill  to  receive  $60  million 
for  the  Indian  Finance  Act  for  this  year.  And  we  have  12  areas  na- 
tionwide. I  don't  know  how  the  Bureau  divides  up  the  money,  but  if 
you  divide  60  by  12,  it  means  approximately  5  million.  And  I  don't 
know  if  that's  what  we  get  or  not.  But  anyhow,  we  need  at  least 
three  times  that  amount  here,  especially  in  our  cattle  programs  on 
the  reservations. 

I  did  a  real  simple  thing.  I  just  took  the  earning  capacity  of  each 
Indian  reservation  and  then  went  by  the  latest  BIA  head  count  of 
Indian-owned  cattle,  and  that  gave  approximately  how  many  cattle 
we  need  on  each  Indian  reservation. 

But  the  Indian  Finance  Act  is  underfunded,  and  the  emphasis  on 
cutting  in  the  Congress  probably  has  a  great  effect  on  that.  I  know 
it's  very  likely  not  the  fault  of  Bureau  employees  or  the  Aberdeen 
employees.  I  know  that  for  sure,  because  they  want  more  money. 

We  need  to  establish  banks  and  perhaps  tie  into  federal  reserves 
so  that  then  we  can  have  access  to  the  capital.  Because  not  all 
bankers  are  willing  to  lend  money  to  tribal  members  on  the  reser- 
vation. Sometimes  even  tribal  organizations,  such  as  tribal  govern- 
ments, have  a  time  receiving  a  bank  loan  from  the  bank.  So  those 
are  the  problems  there,  and  maybe  that  might  help. 

As  far  as  capital  is  concerned,  if  somehow  we  can  increase  the 
funding  for  the  Indian  Finance  Act,  and  the  other,  if  we  could 
create  our  own  banks  on  the  reservations. 

I  think  my  5  minutes  is  about  up,  so  I'd  like  to  conclude  by 
saying  that  I  have  about  four  or  five  different  hats  working  for 
United  Sioux  Tribes.  My  main  job  is  Director  of  Jobs  Training 
Partnership  Act.  That's  done  from  8  to  5.  Then  in  my  evenings  and 
weekends  I'm  the  Editor  of  the  American  Indian  Post.  I'm  not  an 
elected  official.  I  used  to  be,  but  I  would  just  like  to  mention  that 
those  of  us  who  are  editors  of  newspapers,  are  not  elected  officials. 

[The  prepared  statement  of  Mr.  Provost  follows:] 

Prepared  Statement  of  Kenneth  P.  Provost 

ECONOMIC  DEVELOPMENT  OPPORTUNITIES  FOR  AMERICAN  INDIANS  IN  NORTH  AND  SOUTH" 

DAKOTA 

This  paper  includes  brief  narratives  of  three  studies  recently  completed  about 
American  Indian  entrepreneurialism  in  North  and  South  Dakota.  The  studies  are: 
American  Indian  Entrepreneurs  in  South  Dakota  by  Kenneth  P.  Provost  and  Donna 
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J.  Hess;  Native  American  Entrepreneurs  in  North  Dakota  by  Gary  A.  Goreham  and 
Richard  W.  Rathge;  and  An  Assessment  of  the  Aberdeen  Area  Office  Indian  Busi- 
ness Development  Grant  Program  by  Robert  McLaughlin  Company.  In  addition,  we 
have  included  a  summary  of  A  Current  Assessment  of  the  Credit  Needs  for  Native 
Americans  in  the  Aberdeen  Area  by  Kenneth  P.  Provost;  some  thoughts  by  the 
United  Sioux  Tribes  Development  Corporation;  and,  recommendations. 

AMERICAN  INDIAN  ENTREPRENEURS  IN  SOUTH  DAKOTA 

In  troduction 

Provost  and  Hess  (1991)  wrote  that  for  the  past  several  decades,  various  Federal 
and  tribal  programs  have  been  proposed  and  implemented  to  build  sustainable  and 
productive  economies  in  Indian  reservation  areas.  In  spite  of  these  initiatives, 
people  of  reservation  areas  remain  the  poorest  of  the  nation's  poor.  Still  several 
Indian  tribes  and  some  American  Indians  have  realized  varying  degrees  of  economic 
success.  As  was  reported  in  the  Lakota  Times  Business  Special  (May  8,  1991),  and  in 
Newsweek  magazine  (December  5,  1988),  across  the  Nation  one  can  find  the  stories 
of  American  Indian  entrepreneurs  whose  enterprises  have  survived,  grown,  and 
even  prospered  over  the  years. 

The  purpose  of  this  research  was  to  gain  insight  into  the  internal  and  external 

environment  which  contributed  to  the  success  of  American  Indian  entrepreneurs 

and  specify  the  characteristics  of  those  successful  entrepreneurs  and  enterprises. 

The  research  question  addressed  in  this  study  was  as  follows:  * 

What  factors  are  associated  with  successful  American  Indian  entre-preneuria- 

lism  in  reservation  communities  in  South  Dakota? 

The  objective  of  this  research  was  to  draw  a  profile  of  successful  Indian  entrepre- 
neurs. To  achieve  this  goal,  data  on  successful  Indian  entrepreneurs  from  the  follow- 
ing nine  South  Dakota  Indian  reservations  and  American  Indian  communities  were 
gathered:  Cheyenne  River,  Lower  Brule,  Crow  Creek,  Pine  Ridge,  Rosebud,  Standing 
Rock,  Flandreau,  Sisseton,  and  Yankton.  Sixty-eight  American  Indian  entrepreneurs 
from  the  above  South  Dakota  Indian  reservations  were  interviewed. 

Two  bodies  of  literature  related  to  this  topic  were  reviewed.  These  were  literature 
on  development  and  underdevelopment  in  reservation  communities  and  literature 
on  entrepreneurs.  They  are  briefly  summarized  here. 

According  to  the  Meriam  Report  (1928),  most  of  the  early  Federal  policies,  includ- 
ing economic  policies,  on  Indian  reservations  were  failures.  Although  several  reform 
efforts  after  the  1930s  and  increased  Federal  aid  in  the  1960s  made  some  significant 
improvements  in  reservation  communities,  especially  in  education,  health  and  hous- 
ing, most  reservation  areas  remained  among  the  most  underdeveloped  regions  in 
the  United  States. 

While  several  successful  economic  development  projects  have  been  reported,  Jor- 
gensen  (1986b)  contended  that  the  economic  success  of  those  cases  were  very  limited. 
According  to  Jorgensen,  even  the  Northern  Ute  of  Eastern  Utah  and  the  Crow  of 
South  Central  Montana,  who  have  rich  energy  resources  and  who  were  most  fre- 
quently cited  as  successful  tribes,  actually  showed  little  success  in  economic  develop- 
ment. 

There  have  been  several  explanations  (Jorgensen,  1986a,  1986b,  1971;  Gurian, 
1977;  Jenny,  1970;  Ruffing,  1978;  DeMallie,  1978;  Cornell  and  Kalt,  1989;  Snipp, 
1986;  and  Satterlee  and  Malan,  n.d.)  for  the  underdevelopment  of  Indian  reservation 
areas.  These  include:  the  persistence  of  American  Indian  culture;  the  strong  attach- 
ment to  traditional  values  such  as  mutual  dependency;  colonial  relations  of  domina- 
tion and  subordination;  lack  of  natural  resource  management  skill  and  capital;  and 
ineffectiveness  of  tribal  government. 

Considering  the  difficulty  involved  in  improving  reservation  economies  some  writ- 
ers have  proposed  "turning  to  small  business  for  employment,  rather  than  to  large 
corporations,  and  persuading  Indian  business  persons  to  build  privately  owned  res- 
ervation enterprises  instead  of  relying  on  government  funded,  make- work  jobs" 
(page,  1985:33). 

The  literature  on  entrepreneurs  revealed  a  lack  of  consensus  concerning  the 
proper  definition  of  entrepreneur.  Most  writers  have  emphasized  some  ability  of 
value  conversion  of  the  entrepreneur.  That  is  to  say,  "the  combining  of  resources  in 
novel  ways  so  as  to  create  something  of  value"  (Aldrich  and  Waldinger,  1990:112):  "a 
sense  of  market  opportunity  combined  with  the  capacity  needed  to  exploit  it"  (C. 
Wilson  cited  by  Cole,  1959:47);  and  "the  ability  to  create  and  build  something  from 
practically  nothing  .  .  ."  (Timmons,  1989:1).  Since  it  is  actually  difficult  to  distin- 
guish entrepreneur  from  an  owner,  and  since  most  enterprises  bear  some  kind  of 
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risk,  this  study  conformed  to  the  operational  definition  used  by  Aldrich  and  Wal- 
dinger,  (1990).  That  is,  an  American  Indian  entrepreneur  is  an  American  Indian 
business  owner  located  in  a  reservation  community. 

No  studies  of  entrepreneurialism  in  reservation  areas  were  reported  in  the  litera- 
ture. Considering  the  urgent  need  for  economic  development  alternatives,  it  is  one 
of  curiosity  that  there  was  this  neglect  in  the  research  literature.  This  study  en- 
deavored to  fill  that  gap  by  addressing  the  social,  cultural  context  of  reservation  en- 
trepreneurship  and  by  identifying  the  factors  associated  with  successful  American 
Indian  entrepreneurship. 

For  purposes  of  this  paper,  we  will  dispense  with  the  following  areas  of  study:  the- 
oretical framework;  methodology,  except  to  say  that  this  study  utilized  qualitative 
research  methods,  it  was  an  exploratory  study  since  there  has  been  little  research 
on  entrepreneurship  of  American  Indian  in  reservation  areas;  analysis  of  data;  and 
findings.  We  have  included  the  conclusions  and  more  practical  implications. 

Conclusions 

One  of  the  objectives  of  this  research  project  was  to  contribute  to  the  generation 
of  a  grounded  theory  on  ethnic  entrepreneurialism  that  takes  into  account  the  dis- 
tinctive circumstances  of  American  Indians  in  reservation  areas.  To  this  end,  those 
theoretical  and  emergent  themes  that  were  identified  in  the  responses  of  50  percent 
or  more  of  the  subjects  were  examined.  These  themes  suggest  the  following  as  a  pro- 
file or  model  of  successful  American  Indian  entrepreneurs  in  reservation  areas: 

1.  They  are  well  educated  individuals,  generally  comparing  favorably  with 
both  Indian  and  non-Indian  people  in  the  area; 

2.  They  are  individuals  who  either  have  been  elected  to  tribal  office  at  one 
time  or  another  or  had  close  relatives  who  held  tribal  office; 

3.  They  are  individuals  who  were  employed  by  tribal  government  prior  to  be- 
ginning their  own  enterprise; 

4.  They  experienced  the  feelings  of  being  torn  between  Indian  and  non-Indian 
cultures; 

5.  They  experienced  pressure  to  conform  to  their  traditional  American  Indian 
cultural  norms; 

6.  They  are  individuals  who  were  reared  in  a  stable  family  that  consisted  of  a 
positive  association  with  at  least  one  family  member; 

7.  They  possess  a  sound  work  ethic; 

8.  They  received  encouragement  for  their  careers,  mostly  from  family  mem- 
bers; 

9.  They  are  individuals  who  sought  and  received  training  which  enhanced 
their  business  careers;  and 

10.  They  consider  good  interpersonal  relationships,  especially  with  their  cus- 
tomers, as  vital  to  their  business  success. 

Based  upon  the  findings,  several  conclusions  have  been  drawn.  First,  education 
appears  to  be  a  factor  in  the  success  of  these  entrepreneurs.  Their  average  years  of 
schooling  was  12.8  years.  While  some  entrepreneurs  did  not  finish  high  school,  a 
majority  did  and  went  on  to  higher  educational  institutions.  Their  learning  experi- 
ences there  may  be  seen  as  extremely  important  to  their  success  as  American 
Indian  business  people.  Indeed,  many  of  the  interviewees  specifically  pointed  to  spe- 
cific courses  that  they  felt  were  very  helpful  to  their  business  success. 

Second,  in  relation  to  business  characteristics,  most  entrepreneurs  were  the  sole 
owner  of  their  business.  This  would  make  most  any  person  work  harder  and  take 
more  interest  in  the  business.  There  is  greater  responsibility  if  one  owned  the  busi- 
ness, as  opposed  to  just  working  for  some  one  else.  Thus,  these  entrepreneurs  are 
individuals  willing  to  take  on  responsibilities.  In  addition,  discussion  with  inter- 
viewees revealed  that  many  of  the  businesses  were  family  enterprises.  This  was  sug- 
gested by  the  large  number  of  family  members  employed.  This  is  consistent  with  the 
traditional  cultural  orientation  to  the  kinship  group  as  the  primary  economic  unit. 

The  types  of  businesses  were  dominated  by  service  and  retail  trade  accounting  for 
(75  percent)  of  all  interviewees.  Service  and  retail  trade  businesses  involve  a  high 
degree  of  people  contact  through  customers.  This  is  consistent  with  the  people-ori- 
ented theme  that  emerged  in  their  responses  and  with  traditional  cultural  orienta- 
tions emphasizing  contributions  to  the  larger  social  group.  Indeed,  it  may  be  regard- 
ed as  significant  that  very  few  of  these  entrepreneurs  overtly  cited  profit  motives  in 
discussing  their  businesses.  This  may  suggest  a  cultural  contrast  between  Indian 
and  non-Indian  entrepreneurs. 

The  average  years  in  business  was  9.6  years  for  the  68  interviewees.  This  suggests 
that  most  entrepreneurs  will  be  there  tomorrow.  The  entrepreneurs  are  not  "fly-by- 
night"  people,  and  their  years  in  business  show  considerable  stability.  The  fact  that 
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these  entrepreneurs  account  for  the  livelihood  of  381  people  including  themselves 
indicates  a  considerable  impact  on  reservation  and  state  economies. 

Third,  in  relation  to  personal  history  and  work  experience,  the  stable  family  rela- 
tionships with  either  parents  or  grandparents  were  important  for  the  positive 
growth  of  potential  entrepreneurs.  For  purposes  of  this  study,  stable  family  relation- 
ships were  defined  as  involving  a  positive  association  with  at  least  one  family 
member.  This  definition  was  chosen  in  recognition  of  two  points:  (1)  the  extended 
family  system  of  traditional  American  Indian  life  provides  a  large  number  of  kin 
with  whom  such  an  association  might  be  developed;  and  (2)  over  the  years,  a  large 
number  of  American  Indian  children  have  been  separated  from  their  families  and 
placed  in  foster  homes,  adoptive  homes,  or  institutional  settings  (Byler,  1977).  Stable 
family  relationships,  as  defined  in  this  study,  were  seen  as  providing  encouragement 
and  influence  for  the  potential  business  people. 

The  respondents'  travel  experiences  off  the  reservation  afforded  them  opportuni- 
ties to  observe  how  others  live  and  prosper  in  various  places.  This  certainly  planted 
ideas  of  business  possibilities  with  them.  Involvement  in  the  tribal  political  arena  or 
by  having  close  relatives  in  elected  tribal  government  seats  may  have  been  an  asset 
or  provided  still  another  opportunity  for  the  entrepreneurs. 

Fourth,  in  relation  to  business  life  history  and  experiences,  the  respondents  indi- 
cated most  of  their  work  experiences  included  jobs  or  positions  as  service  or  clerical 
workers  and  professional/business  people.  These  prior  work  experiences  helped  pre- 
pare the  entrepreneurs  for  later  businesses  of  their  own. 

Implications  ' 

No  studies  of  entrepreneurialism  concerning  American  Indians  in  reservation 
areas  were  reported  in  the  literature.  This  study  provided  information  on  68  Ameri- 
can Indian  entrepreneurs  in  business  operations  on  the  nine  Indian  reservations 
and  Indian  communities  in  South  Dakota.  These  new  data  included  findings  on  the 
following  topics:  demographic  and  business  characteristics;  personal  and  business 
life  histories  and  work  experiences;  and  theoretical  perspectives  guiding  this  re- 
search. The  findings  provided  a  model  of  American  Indian  entrepreneurialism  that 
may  be  considered  both  by  future  researchers  and  by  those  looking  to  encourage 
such  entrepreneurial  activities  in  reservation  areas.  In  relation  to  theory,  this  study 
has  attempted  to  determine  whether  or  not  there  is  a  fit  between  American  Indian 
entrepreneurial  factors  for  success  with  four  theoretical  perspectives.  It  was  deter- 
mined that  each  of  the  theoretical  perspectives  was  supported  somewhat  but  not  to- 
tally by  data  obtained  from  the  entrepreneurs.  The  best  fit  was  found  with  learning 
theory.  Certainly  then,  this  is  a  theoretical  lead  that  needs  to  be  examined  further 
through  additional  empirical  research.  In  particular,  the  learning  theory  perspective 
as  developed  and  employed  by  Bloom  (1985)  ought  to  be  further  explored.  From  the 
theoretical  findings  and  emergent  themes,  a  model  of  American  Indian  entrepren- 
eurialism was  suggested.  This  model  may  provide  the  beginning  of  new  grounded 
theory  on  ethnic  entrepreneurialism. 

The  practical  implications  to  tribal  officials  or  to  tribal  governments  are  that 
tribal  governments  should  encourage  and  support  the  American  Indian  entrepre- 
neurs in  their  efforts,  particularly  when  these  are  family  enterprises  since  such  eco- 
nomic activities  are  culturally  consistent  with  the  kin  group  orientation.  The  tribal 
governments  all  contract  with  the  Bureau  of  Indian  Affairs  and  all  contracts  con- 
tain written  agreements  that  the  contractor  will  purchase  needed  products  from  mi- 
nority owned  businesses  if  possible.  Tribal  governments  should  follow  this  agree- 
ment. The  Presidential  Commission  on  Indian  Reservation  Economics  (1984)  con- 
tained a  number  of  recommendations  concerning  this  and  other  suggestions  to  up- 
grade economic  conditions  on  the  various  Indian  reservations  in  the  United  States. 

Practical  implication  to  educators  includes  encouragement  for  educational  institu- 
tions to  implement  more  courses  on  businesses,  and  especially,  business  relating  to 
rural  areas,  like  Indian  reservations.  Courses  pertaining  to  all  areas  of  business  are 
needed  at  the  grassroots  level  and  could  be  offered  under  the  auspices  of  tribal  col- 
leges. Such  an  arrangement  might  provide  greatest  assurance  that  such  courses 
would  be  developed  and  taught  in  ways  that  take  into  account  traditional  American 
Indian  values  and  norms.  If  the  level  of  education  is  raised,  there  should  also  be  a 
rise  in  the  standard  of  living  of  the  people  receiving  the  education.  The  data  from 
this  study  reveal  that  there  are  multiplier  effects  that  result  with  more  jobs  created 
and  income  flowing  into  reservation  communities. 

Implications  in  relation  to  funding  agencies  are  the  exploration  of  alternative 
business  structures  including:  family  businesses  and  other  collective  enterprises; 
funding  strategies,  such  as  tribal  banks  and/or  cooperative  group  funding  much  like 
production/credit  associations;  and  reduction  of  "red-tape"  to  a  practical  level,  a 
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level  where  an  ordinary  person  would  be  capable  of  completing  forms.  Given  the 
people-orientation  of  entrepreneurs  and  traditional  cultural  values  emphasizing  con- 
tributions to  the  group,  enterprises  in  the  service  sector  might  particularly  be  en- 
couraged. 

NATIVE  AMERICAN  ENTERPRENEURS  IN  NORTH  DAKOTA 

Goreham  and  Rathge  (1991)  interviewed  21  Native  American  entrepreneurs  who 
live  on  North  Dakota  Indian  reservations.  The  purpose  of  the  study  was  to  deter- 
mine factors  associated  with  entrepreneurial  success  on  these  reservations.  A  review 
of  the  data  led  the  writers  to  the  following  highlights: 

Most  of  the  entrepreneurs  credited  their  parents  with  having  the  greatest 
amount  of  influence  on  them,  their  values,  and  their  entrepreneurship.  Entre- 
preneurial qualities  they  learned  from  their  parents  included  (1)  how  to  work 
and  the  value  of  work,  (2)  the  value  of  money,  (3)  self-esteem,  and  (4)  parental 
involvement  in  training. 

The  enterprises  started  by  the  entrepreneurs  were,  for  the  most  part,  "family 
businesses,"  which  supported  their  families  and  used  their  families'  labor. 

Ninety  percent  of  the  entrepreneurs  completed  high  school,  and  over  75  percent  of 
them  had  post-high  school  education.  Vocational  training  programs  were  particular- 
ly important  to  them.  Practical,  work-related  skills  and  business-related  course 
work  were  seen  as  most  relevant  to  their  entrepreneurship. 

From  previous  employment,  they  learned  human  relations  skills,  responsibility, 
and  job-related  skills  that  were  useful  in  creating  their  own  businesses. 

Reasons  for  beginning  an  enterprise  included  (1)  personal  interest  or  potential  for 
profit,  (2)  encouragement  from  friends  and  family,  (3)  previous  work  experience,  (4) 
a  desire  to  "be  one's  own  boss,"  and  (5)  a  desire  to  help  other  Native  American 
people. 

The  entrepreneurs  defined  success  in  several  ways:  (1)  sufficient  income,  (2)  a 
sense  of  independence,  freedom,  and  control,  (3)  ability  to  expand  or  improve  their 
business,  (4)  happiness,  and  (5)  making  a  contribution  to  the  community,  particular- 
ly the  Native  American  community. 

Factors  associated  with  entrepreneurial  success  included  (1)  good  customer  rela- 
tions, (2)  good  employee  relations,  (3)  quality  products,  (4)  experience  in  business,  (5) 
hard  work  and  commitment,  and  (6)  family  and  community  support. 

Special  talents  successful  Native  American  entrepreneurs  claimed  were  ( 1 )  knowl- 
edge, experience,  and  managerial  skills,  (2)  hard  work,  (3)  aggressive  business  atti- 
tudes, and  (4)  human  relations  skills. 

One-half  of  the  Native  American  entrepreneurs  financed  their  enterprises  from 
their  own  assets.  Others  relied  on  commercial  loans  or  Small  Business  Administra- 
tion or  Bureau  of  Indian  Affairs  (BIA)  loans.  Technical  assistance  was  provided  by 
family,  the  tribe,  wholesalers,  and  various  professionals  and  public  agencies. 

Difficulties  faced  by  Native  American  Entrepreneurs  were  (1)  receipt  of  credit,  (2) 
lack  of  support  from  the  community,  (3)  issues  pertaining  to  business  management, 
and  (4)  issues  pertaining  to  reservation  culture. 

Benefits  available  to  the  entrepreneurs  included  (1)  BIA  loans,  (2)  respect  from 
other  Native  American  people,  and  (3)  business  contacts. 

Summary  and  Implications 

Native  American  entrepreneurs  used  small  business  programs  and  funding  avail- 
able to  Native  Americans.  However,  they  attributed  the  bulk  of  their  success  to 
hard  work,  attention  to  managerial  and  financial  detail,  some  degree  of  creativity, 
and  a  large  degree  of  luck.  Many  of  the  Native  American  entrepreneurs  reported 
that  their  success  has  been  viewed  as  an  asset  to  the  community  and  that  the  com- 
munity expresses  appreciation  for  their  efforts.  Others  reported  that  the  community 
had  not  supported  their  entrepreneurship,  which  is  often  viewed  as  a  "white"  activi- 
ty. Thus,  many  of  them  have  been  forced  to  direct  their  services  and  marketing 
toward  white  customers  rather  than  toward  Native  American  customers. 

Implications  may  be  derived  from  the  study  in  the  areas  of  entrepreneurial  educa- 
tion, tribal  affairs,  and  additional  research: 

(1)  In  the  area  of  entrepreneurial  education,  the  school  system  and  Coopera- 
tive Extension  Service  could  better  encourage  entrepreneurial  activity  through 
business  courses.  The  entrepreneurial  education  would  need  to  be  culturally 
sensitive,  and  would  include  a  number  of  components.  Some  of  these  compo- 
nents include  management  and  employee  relations,  customer  relations,  business 
and  financial  skills,  marketing  principles,  advertising,  and  creation  of  new  en- 
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terprises.  Entrepreneurs  should  be  used  as  guest  speakers,  and  ways  to  include 
family  members  in  the  business  should  be  explored. 

Additionally,  practicums  could  be  established  to  place  students  in  business 
setting,  particularly  new  business  starts,  to  provide  business  experience  and  op- 
portunity to  appreciate  entrepreneurship.  Since  these  entrepreneurs  are  them- 
selves Native  American,  the  programs  can  be  culturally  sensitive. 

(2)  The  tribal  governments  should  develop  strategies  to  encourage  entrepre- 
neurial activity.  This  challenge  has  been  highlighted  by  a  Presidential  Commis- 
sion on  Indian  Reservation  Economics  (1984).  Some  of  their  functions  could  in- 
clude promoting  entrepreneurship  on  the  reservation,  promoting  and  advertis- 
ing goods  and  services,  and  searching  for  new  sources  of  materials,  new  mar- 
kets, and  networks. 

(3)  Additional  research  is  needed  in  several  areas,  such  as  business,  entrepre- 
neurial education,  and  human  relations.  For  example,  what  marketing  strate- 
gies may  be  most  effective  for  Indian  reservation  entrepreneurial  enterprises? 
How  can  the  perception  of  marginality  be  addressed  by  those  who  might  aspire 
to  become  entrepreneurs?  How  can  labor  relations  and  customer  relations  be 
addressed  from  a  culturally  sensitive  perspective?  How  does  the  economic  condi- 
tion of  the  tribes  relate  to  that  of  the  entrepreneurs?  To  what  degree  do  Indians 
and  non-Indians  jointly  own  businesses?  What  is  the  relationship  between  tribal 
government,  State  government,  and  the  entrepreneurs?  Answers  to  these  ques- 
tions will  be  vital  to  fostering  entrepreneurship  on  Native  American  reserva- 
tions. 

ASSESSMENT  OF  THE  ABERDEEN  AREA  OFFICE  INDIAN  BUSINESS  DEVELOPMENT  GRANT 
PROGRAM  FISCAL  YEARS:  1987  THROUGH  1992 

McLaughlin  (1992)  interviewed  100  percent  of  the  lenders  that  participated  in  the 
Indian  Finance  Act  Grant  Program  (IFAGP)  in  the  Aberdeen  Area.  These  lenders 
provided  loans  to  American  Indian  entrepreneurs.  The  Bureau  of  Indian  Affairs 
(BIA)  provided  grants  to  American  Indian  entrepreneurs  in  their  administration  of 
the  IFAGP,  provided,  that  the  entrepreneurs  received  a  loan  from  a  certified  lender. 
An  executive  summary  follows: 

The  assessment  of  the  Aberdeen  Area  Office  Indian  Business  Development  Grant 
Program,  IBDGP,  covered  a  6-year  period  between  FY  1987  and  FY  1992.  The 
IBDGP  is  a  federal  investment  program  that  provides  an  equity  grant  injection  for 
individual  Indians  or  tribes  for  up  to  25  percent  of  total  project  financing  where  75 
percent  of  total  project  financing  originates  from  sources  other  than  BIA  sources— 
usually  community  or  regional  banking  institutions.  Private  sector  financing  is 
almost  always  debt  financing. 

The  152  approved  business  grants  were  evaluated  for  success  or  failure  by  utiliz- 
ing an  interview  format  with  each  private  sector  or  non-BIA  agency  lender  (FmHA 
and  SBA)  that  provided  debt  capital  for  businesses  financed. 

One  hundred  percent  of  the  lenders  were  interviewed  and  each  gave  their  evalua- 
tion of  whether  the  business  was  a  success  or  failure.  Successes  were  those  business- 
es that  were  operating  and  paying  off  their  debt  as  required  by  contracts  with  each 
lender  as  of  September,  1992.  Failures  were  those  businesses  which  were  no  longer 
in  operation  and  had  defaulted  on  their  loan  agreements  as  of  September,  1992. 

Utilizing,  as  a  performance  measure,  the  ratio  of  total  grant  dollars  financed  to 
non-performing  grant  dollars,  RMC  found  that  the  IBDGP  had  established  a  success- 
ful performance  ratio  of  87  percent  of  the  total  grant  dollars  financed  between  FY 
1987  and  FY  1992. 

The  IBDGP  has  also  been  successful  in  getting  regional  and  community  banks  in 
North  Dakota,  South  Dakota  and  Nebraska  to  participate  and  invest  in  reservation 
economic  development.  Fifty-five  lending  institutions  participated  in  the  program, 
generating  $9,791,598  toward  reservation  economic  development  by  providing  risk 
debt  capital  over  the  6-year  study  period. 

The  bank  participants  are  evenly  distributed  over  the  study  area  (North  Dakota, 
South  Dakota  and  Northeastern  Nebraska)  with  20  participating  banks  in  North 
Dakota,  30  from  South  Dakota  and  3  from  Nebraska.  Two  were  from  outside  the 
area. 

Finally,  it  has  been  the  individual  Indian  entrepreneur  who  has  benefited  most  by 
the  IBDGP.  Out  of  the  152  approved  applicants,  146  were  made  to  individuals,  from 
every  reservation  area,  starting  or  expanding  small  businesses  in  the  Aberdeen 
Area  Office  region.  The  program  has  been  a  very  effective  bridge  to  off-reservation 
sources  of  investment  capital  for  the  development  of  Indian  entrepreneurial  eco- 
nomic development. 
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A  CURRENT  ASSESSMENT  OF  THE  CREDIT  NEEDS  FOR  NATIVE  AMERICANS  IN  THE 

ABERDEEN  AREA 

Provost  (1992)  completed  a  very  conservative  needs  assessment  on  credit  for 
American  Indians  in  the  Aberdeen  Area.  He  addressed  the  following  questions  in 
the  study: 

1.  What  are  the  agricultural  and  commercial  credit  needs  of  the  American 
Indians  living  in  the  Aberdeen  Area  over  the  next  10  Years? 

2.  To  what  extent  is  the  present  credit  operation  of  the  Bureau  of  Indian  Af- 
fairs meeting  the  needs  of  American  Indians  in  the  Aberdeen  Area? 

3.  How  can  tribes  and  tribal  members  in  the  Aberdeen  Area  develop  and  im- 
prove their  management  skills  and  acquire  technical  assistance  and  expertise  in 
capital  acquisition? 

To  achieve  the  above  goals,  data  on  American  Indian  entrepreneurs  and  tribal 
governments  were  gathered  from  the  Bureau  of  Indian  Affairs'  Credit  Office  located 
in  Aberdeen,  South  Dakota.  Data  on  credit  operations  of  tribal  governments  and 
tribal  members  are  from  the  following  American  Indian  reservation  in  the  Aber- 
deen Area:  Devils  Lake,  Fort  Berthold,  and  Turtle  Mountain  in  North  Dakota; 
Cheyenne  River,  Crow  Creek,  Flandreau,  Lower  Brule,  Pine  Ridge,  Rosebud,  Sisse- 
ton,  Standing  Rock,  and  Yankton  in  South  Dakota;  and,  Omaha,  Santee,  and  the 
Winnebago  in  Nebraska. 

In  addition,  interviews  were  conducted  with  some  members  of  the  following 
groups:  American  Indian  borrowers/grant  recipients;  BIA  and  tribal  credit  office 
personnel;  and,  officials  of  Indian  Finance  Act  participating  banks.  An  abstract  fol- 
lows: 

A  capital  investment  of  $15,957,200  is  needed  per  year  for  the  1990s  by  the 
Bureau  of  Indian  Affairs  to  finance  entrepreneurial  activities,  agricultural  and 
commercial,  of  individual  American  Indians  and  tribal  organizations  residing  in 
the  Aberdeen  Area.  If  these  funds  are  generated,  the  economic  gap  between  the 
American  Indians  in  the  Aberdeen  Area  and  the  general  population  will  narrow 
within  10  years.  The  BIA  budget  projection  during  fiscal  year  1993,  for  the 
Indian  Finance  Act,  details  about  one-third  of  the  estimated  financial  needs  of 
the  American  Indians  in  the  Aberdeen  Area.  Based  on  these  estimates,  we  re- 
spectfully urge  the  United  States  Congress  to  restore  and  increase  the  funding 
for  the  two  programs  deleted  from  the  Indian  Finance  Act. 

The  interview  process  of  selected  groups  of  respondents  indicate  that  the  Credit 
Personnel  of  the  Bureau  of  Indian  Affairs  are  performing  their  duties  well,  as  the 
total  funds  expended  and  generated  exceed  that  of  other  BIA  areas,  in  most  cases. 
The  suggested  changes  include:  the  addition  of  agency  credit  personnel;  a  30-day 
time  frame  on  approval  of  loans;  and,  final  loan  approval  with  the  agency  BIA  su- 
perintendent. 

UNITED  SIOUX  TRIBES  DEVELOPMENT  CORPORATION  CREDIT  INVOLVEMENT 

During  the  past  2  years,  staff  of  the  United  Sioux  Tribes  Development  Corpora- 
tion (USTDC)  have  assisted  tribal  organizations  and  individual  tribal  members  in 
the  development  of  their  business  plans  and  completing  loan  applications.  The  loan 
applications  have  computed  to  over  $11  million.  The  United  Sioux  Tribes  Develop- 
ment Corporation  does  not  have  a  special  program  to  accomplish  this  loan  assist- 
ance. This  assistance  has  been  accomplished  by  the  staff  working  after-hours  and  on 
week-ends. 

In  addition,  one  staff  member  from  USTDC  is  a  member  of  SCORE,  Service  Corps 
of  Retired  Executives.  The  SCORE  organization  has  been  very  helpful  to  the  Small 
Business  Administration  and  other  lending  institutions. 

Because  of  the  above  accomplishments  of  the  USTDC,  we  recommend  that  a  spe- 
cial program  be  established  to  provide  technical  assistance  to  tribal  organizations 
and  individual  tribal  members  so  that  they  might  realize  the  benefits  of  the  Ameri- 
can Dream.  A  slice  of  the  American  Pie  has  been  denied  the  American  Indians  and 
the  results  indicate  that  they  are  the  poorest  of  the  poor  in  this  Land  of  Plenty. 

IMPLICATIONS  OF  THE  FOUR  STUDIES 

1.  Tribal  governments  should  encourage  and  support  the  American  Indian  entre- 
preneurs in  their  efforts  to  become  successful  business  people. 

2.  Educational  institutions  should  implement  more  courses  on  businesses,  and  es- 
pecially, business  relating  to  rural  areas,  like  Indian  reservations. 
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3.  Tribal  banks  should  be  established  because  some  of  the  existing  lending  institu- 
tions are  reluctant  to  lend  capital  to  American  Indian  people  which  is  one  result  of 
the  jurisdictional  problem. 

4.  The  "red-tape"  should  be  reduced  to  a  practical  level,  a  level  where  an  ordinary 
person  would  be  capable  of  completing  the  required  forms. 

5.  The  United  States  Congress  should  fund  the  Aberdeen  Area  BIA  through  the 
Indian  Finance  Act  with,  at  least,  $16  million  per  year  for  the  next  10  years.  This 
funding,  should  close  the  economic  gap  between  the  American  Indians  and  the 
American  society  to  a  great  degree. 

6.  There  should  be  a  30-day  time  frame  on  approval  of  loans  through  the  BIA 
system. 

7.  Final  loan  approval  should  rest  with  the  agency  BIA  superintendent. 

8.  The  United  Sioux  Tribes  Development  Corporation  should  receive  federal  funds 
to  provide  technical  assistance  to  tribal  organizations  and  individual  tribal  members 
in  the  Aberdeen  Area. 
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Senator  Pressler.  Thank  you  very  much,  Ken.  I'll  have  some 
questions. 

Cheryl  Crazy  Bull,  we  welcome  you.  In  fact,  we're  glad  to  hear 
from  Sinte  Gleska  University.  When  I  first  began  in  the  House  of 
Representatives  in  1974,  one  of  the  first  bills  I  cosponsored  was  the 
Community  College  Act  along  with  many  other  Members  in  the 
House  and  numerous  Senate  cosponsors.  So  I  have  a  little  bit  of 
pride  in  seeing  you  here  today.  I  welcome  you  and  invite  your  testi- 
mony. 

STATEMENT  OF  CHERYL  CRAZY  BULL,  SINTE  GLESKA 
UNIVERSITY 

Ms.  Crazy  Bull.  Thank  you,  Senator  Pressler. 

I'm  real  pleased  to  be  here  on  behalf  of  President  Bordeaux  to 
speak  on  behalf  of  the  educational  issues  that  surround  tribal  eco- 
nomic development.  I've  provided  written  testimony  that  talks 
about  other  kinds  of  issues  pertaining  to  economic  development, 
such  as  capital  funds  and  things  like  that,  which  I'll  refer  to  you 
for  the  record.  In  the  interest  of  time,  though,  I  want  to  speak  spe- 
cifically of  the  climate  for  business  development  in  our  communi- 
ties. 

We  must  recognize  that  there  are  inherent  differences  between 
tribal  economic  systems  and  capitalism.  And  as  a  result  of  that,  we 
raise  children  who  oftentimes  don't  have  a  knowledge  base  from 
which  to  approach  economic  development.  So  we  are  particularly 
interested  at  the  reservation  level  in  developing  youth  entrepre- 
neur programs  and  economics  curriculum  that  can  be  used  in  our 
school  systems  and  in  our  communities  to  work  on  educating  our 
youth  and  our  adults  about  economics  and  about  economic  develop- 
ment. 

We  are  interested  also  in  the  development  of  educational  pro- 
grams that  could  perhaps  put  our  children,  our  young  adults,  our 
high  school  students  and  the  students  at  the  tribal  colleges  into  in- 
ternship programs  in  businesses  so  that  they  can  get  the  actual  ex- 
perience of  running  a  business  and  seeing  what's  involved  in  that 
particular  effort. 

In  talking  to  individuals  who  are  involved  in  business  develop- 
ment, we  see  that  there  is  a  tremendous  need  for  more  capital,  and 
you  heard  this  here.  What  we'd  like  to  suggest  is  that  you  look  into 
the  venture  capital  study  that  is  being  done  at  United  Tribes  Tech- 
nical College  in  Bismarck  with  a  grant  from  the  Northwest  Area 
Foundation.  They're  studying  the  concept  of  an  Indian  venture  cap- 
ital fund  that  could  be  used  by  tribes  or  by  businesses  or  individ- 
uals to  provide  more  capital  for  business  development,  because  we 
see  that  as  a  real  obstacle. 

We'd  also  like  to  suggest  a  capital  fund  on  our  various  reserva- 
tions that  could  be  used  as  sort  of  an  additional  source  for  business 
development,  because  the  kind  of  capital  the  people  get  today  just 
isn't  sufficient.  And  this  capital  fund  could  be  tied  perhaps  to  tech- 
nical assistance,  which  is  the  other  obstacle  to  successful  business 
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development,  that  our  individuals  don't  have  a  clear  understanding 
of  taxation,  of  flow  of  cash,  those  kinds  of  issues. 

We  want  to  recommend  that  the  Small  Business  Committee  look 
into  decentralizing  its  Technical  Assistance  Centers.  The  Small 
Business  Administration  Technical  Assistance  Centers  seem  to  be 
in  locations  that  are  not  accessible  to  individual  tribal  members. 
And  as  a  result,  we  can't  get  the  kind  of  data  base  support  that's 
necessary  for  business  owners. 

There  are  in  South  Dakota  tribal  colleges  covering  nearly  every 
location.  They  likely  include  places  with  resources  for  small  busi- 
ness technical  assistance.  We  want  to  encourage  the  Committee  to 
look  into  research  that  is  necessary  in  order  for  us  to  develop  an 
economics  base  in  our  communities.  We  can't  do  economic  develop- 
ment if  we  don't  know  where  the  money  is  being  spent  and  where 
it's  coming  from.  You  can't  develop  a  small  business  to  serve  some- 
thing like  laundry  services  if  you  can't  prove  that  there's  a  need 
for  laundry  services.  So  we  really  need  resources  to  do  those  kinds 
of  studies.  Those  kinds  of  studies  in  our  communities  would  be  real 
helpful. 

I've  also  discovered  since  working  with  the  tribe's  Economic  De- 
velopment Committee  that  very  few  tribes  have  overall  economic 
development  plans,  and  those  tend  to  be  necessarily  tied  to  money 
from  the  Economic  Development  Administration.  Well,  our  tribe 
doesn't  have  the  money  to  do  an  OEDP.  So  right  from  the  start 
they're  prohibited  from  doing  a  good  deal  of  the  economic  develop- 
ment that  is  necessary. 

I  also  want  to  mention — and  I'm  sure  other  individuals,  like 
Elsie  Meeks,  will  talk  about  the  fact  that  the  welfare  system  is  an 
obstacle  to  small  business  development.  Microenterprise  owners 
don't  have  an  incentive  to  actively  participate  in  programs  like  the 
Lakota  Fund  or  the  Sicangu  Enterprise  Center  because  their  wel- 
fare is  immediately  affected  by  their  participation.  And  I  know 
that  the  Association  of  Enterprise  Opportunities  has  made  some 
recommendations  about  changes  in  the  welfare  system  that  would 
aid  microenterprises,  and  they'll  be  encouraging  you  to  look  into 
those  and  support  those  changes.  I  think  they  would  greatly  benefit 
the  development  of  microenterprise. 

On  the  area  of  tourism,  we  want  to  encourage — I  had  a  friend 
visiting  from  Japan  who,  at  a  tourism  meeting  in  Rosebud,  said  we 
had  two  things  to  sell,  culture  and  nature.  We  could  use  tourism  to 
protect  our  natural  resources,  to  protect  our  grasslands,  to  develop 
buffalo  enterprises,  and  things  like  that,  which  other  people  will  be 
speaking  to.  We  can  also  use  tourism  to  teach  other  people  about 
the  diversity  of  our  culture,  and  we  can  do  so  while  avoiding  exploi- 
tation of  our  religious  life.  I  know  that's  a  big  issue  in  our  commu- 
nities, and  it's  an  important  aspect  of  tourism  development. 

As  far  as  gaming,  you  heard  several  comments  about  tribal  gov- 
ernment officials,  and  we  want  the  education  field  to  encourage  in- 
volvement of  gaming  resources  into  the  foundations  which  provide 
long-term  support  for  community  development.  In  Rosebud,  for  ex- 
ample, we're  suggesting  that  a  percentage  of  the  funds  from 
gaming  revenue  go  into  a  foundation,  which  after  a  period  of  time 
of  up  to  5  years  will  start  to  disperse  its  interest  into  community 
development  projects. 
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Agribusiness,  I  know,  is  an  area  that  you  were  interested  in.  We 
want  to  encourage  your  support  of  the  tribal  colleges'  efforts  to  get 
land  grant  status  because  that  can  result  in  a  considerable  amount 
of  money  being  made  available  to  our  communities  for  education, 
technical  assistance,  and  the  development  of  agribusiness.  Again, 
that's  an  area  where  people  have  limited  amount  of  experience, 
and  we  need  to  provide  them  with  internships  and  other  kinds  of 
experiences  associated  with  that. 

Finally,  I  want  to  say  that  we're  concerned  about  culturally  ap- 
propriate development.  We  want  to  build  our  extended  families  and 
our  community-based  way  of  life.  And  there  are  alternatives,  such 
as  cooperatives  and  microenterprises,  which  we  could  look  to  as 
avenues  for  economic  prosperity  for  our  people.  It  isn't  necessary 
for  us  to  bring  in  the  500  or  1,000  jobs  that  might  come  from  com- 
mercial or  industrial  development,  but  there  are  alternatives  that 
are  more  appropriate. 

I  want  to  thank  you,  Senator,  for  this  time. 

Senator  Pressler.  Thank  you  very  much. 

I  have  some  individual  questions  for  each  of  you  for  the  record, 
but  let  me  ask  a  general  question.  As  has  been  pointed  out,  this  is 
the  first  Senate  Small  Business  Committee  hearing  ever  held  on  an 
Indian  reservation  in  the  United  States.  There  is  an  attitude  by 
some  that  American  Indians  are  not  interested  in  being  small  bu- 
sinesspeople,  that  they  culturally  are  more  interested  in  working 
for  their  tribe.  This  impression  makes  it  harder  to  have  a  great 
deal  of  small  business  on  or  near  reservations.  Do  any  of  you  have 
any  comments  on  this  statement?  I  would  suggest  the  reason  we 
don't  have  more  small  business  also  stems  from  a  lack  of  opportu- 
nity, lack  of  financing,  and  so  forth.  However,  are  there  cultural 
problems  in  having  small  business  entrepreneurship  in  the  sense 
that  we  usually  express  it? 

Ms.  Crazy  Bull.  I  would  say  no,  because  we  have  literally  hun- 
dreds of  microenterprises  on  our  reservations  right  now,  and  those 
microenterprises,  they  are  culturally  appropriate  because  people 
have  provided  for  themselves  and  their  families.  And  they're  just 
what  we  would  like  to  see,  I  think,  in  the  microenterprise  area  is 
people  develop  over  a  period  of  time  small  businesses  that  might 
employ  members  of  their  family  or  people  in  their  community,  to 
provide  services  to  other  members  of  their  community.  So  I  don't 
think  it's  an  inappropriate  strategy.  I  think  it,  in  fact,  fits  the  eco- 
nomic system  that  we  currently  have  in  our  communities. 

Senator  Pressler.  Good.  Well,  I  thank  you  very  much.  We  will 
have  some  additional  questions,  but  I  think  we  will  move  on  to  the 
panel  of  business  leaders  at  this  time.  Thank  you  all  very  much. 

I  will  now  call  forward  the  panel  of  business  leaders,  who  are  ac- 
tually in  small  business  currently  on  the  reservations  or  near  the 
reservations.  If  they  would  come  forward  at  this  time,  I  would  like 
to  call  on  them  for  some  testimony.  Maybe  we'll  just  go  in  the 
order  that  you're  sitting.  We'll  start  out  with  Elsie  Meeks,  Director 
of  the  Lakota  Fund,  Kyle,  South  Dakota. 
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STATEMENT  OF  ELSIE  MEEKS,  DIRECTOR,  LAKOTA  FUND 

Ms.  Meeks.  Thank  you,  Senator  Pressler.  Thank  you  for  inviting 
us  to  speak.  I  really  appreciate  this  opportunity. 

We're  a  private,  non-profit  microenterprise  loan  fund  that's  lo- 
cated in  Kyle,  and  we  serve  this  whole  reservation.  We're  a  com- 
munity-controlled-community  based  organization.  We  have  a  board 
of  nine  tribal  members.  And  our  staff  members  are  all  enrolled 
members  of  the  tribe.  We  began  our  development  in  1985.  First  Na- 
tions Development  Institution  Organization  actually  did  the  devel- 
opment, and  we  were  a  project  of  them  but  are  now  independently 
controlled  and  managed. 

We  have  made  over  200  loans  since  1987.  And  we  focus  on  two 
lending  programs.  One  is  the  individual  loan  program  that  lends 
up  to  $25,000.  Recently  we  were— our  limit  was  $10,000  and  is  now 
$25,000.  But  we  really  saw  the  need  because  there's  no  buildings 
available  for  people  to  start  businesses,  and  so  it  was  necessary  for 
us  to  increase  our  lending  limit.  And  even  that  is  not  enough  at 
this  time. 

We  have  a  default  rate  of  less  than  10  percent,  which  is  pretty 
significant  for  loan  funds  like  this  that  primarily  funds  start-up 
businesses.  We  were  started  in  answer  to  a  need  for  capital  and 
technical  assistance.  In  1985  when  the  Lakota  Fund  was  developed, 
there  were  less  than  40  businesses  on  this  reservation,  and  very 
few  of  them  were  owned  or  managed  by  tribal  members.  Most  were 
managed  by  non-tribal  members.  There  was  $82  million  coming 
onto  this  reservation,  but  very  little  of  it  stayed  here.  Most  of  it 
went  right  out  to  the  neighboring  cities  and  towns.  I  said  we  had 
two  lending  programs.  One  is  for  individual  loans  that  is  up  to 
$25,000,  and  the  other  one  is  a  peer  lending  program  that  focuses 
on  microenterprise. 

Cheryl  Crazy  Bull  touched  on  the  need  for  that  sector,  and  we 
have  found  that  to  be  really  true.  I  won't  go  into  our  programs  a 
lot,  but  I  do  just  want  to  talk  about  the  loan  volume  has  increased 
about  250  percent  over  the  last  few  years,  and  we  have  about  40 
people  signed  up  for  one  of  our  business  training  courses  right  at 
this  time.  So  the  need  has  really  grown.  More  people  are  looking  at 
business.  We  found  training  to  be  the  key  issue,  and  we  are  ad- 
dressing that. 

There  are  a  number  of  other  tribes,  at  least  eight  or  nine  tribes, 
that  are  looking  at  the  Lakota  Fund  as  a  model  for  development  on 
their  reservation.  In  an  area  as  poor  and  underdeveloped  as  the 
Pine  Ridge  Reservation,  microenterprise  development  strategies 
make  sense.  A  lot  of  people  wonder  why  the  first  Circle  Banking 
Project  loan  is  for  only  up  to  $400.  And  a  lot  of  people  ask  what 
good  will  come  of  a  $400  loan.  But  we  have  seen  people  that 
haven't  finished  high  school— and  40  percent  of  the  people  we  serve 
have  not  finished  high  school.  We  have  seen  people  that  have 
never  had  a  job — and  80  percent  of  the  people  on  the  reservation 
have  not  had  a  job  for  more  than  a  year.  And  we've  seen  those 
people  come  into  the  Lakota  Fund  and  with  the  $400  loan  begin  to 
learn  the  principles  of  business.  We  have  seen  people  that  have 
never  gotten  a  bank  loan  start  out  with  a  $400  loan  and  become  big 
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borrowers.  Eighty-five  percent  of  the  people  we  serve  do  not  think 
they  can  get  a  bank  loan  even  now. 

But  getting  a  loan  and  beginning  the  growth  of  business  develop- 
ment is  only  part  of  the  results  we've  seen.  It's  development  that 
begins  with  each  person  at  the  point  that  is  most  comfortable  for 
them.  If  someone  has  not  operated  a  business — and  most  people 
haven't — it  gives  them  a  chance  to  start  where  it's  most  comforta- 
ble for  them.  And  they  begin  to  participate  in  a  process  that  not 
only  enables  them  but  also  forces  them  to  make  their  own  deci- 
sions. And  the  result  of  those  decisions  in  turn  help  them  make 
better  decisions  the  next  time.  It's  a  very  natural  process.  And  it's 
not  a  quick  fix  and  it  shouldn't  be.  It's  a  process  that  brings  results 
over  time. 

Microenterprise  development  has  become,  over  the  last  several 
years,  an  accepted  option  in  a  variety  of  economic  development  and 
human  development  strategies.  It  has  received  support  from  lead- 
ers of  both  Houses  of  the  U.S.  Congress.  It  has  been  included  as  a 
central  component  of  President  Clinton's  revitalization  plan.  But  in 
light  of  these  number  of  federal  initiatives  that  are  in  support  of 
microenterprise  development  and  President  Clinton's  statements  to 
create  a  thousand  microenterprise  loan  funds,  there's  some  key 
policies  that  I  would  like  policymakers  to  keep  in  mind.  One  is  that 
microenterprise  loan  funds  don't  need  just  low-interest  funds  as  in 
SBA,  but  they  need  operational  support.  They  need  lots  of  oper- 
ational support,  because  most  of  what  we  do  is  training  and  intense 
levels  of  technical  assistance.  And  we  can't  support  our  operational 
costs  by  our  lending  activities. 

To  focus  on  community-based  organizations — that's  an  important 
point.  Community-based  organizations  know  and  understand  the 
people  they  serve  and  have  a  vital  interest  in  seeing  their  commu- 
nities develop.  We  have  staff  that's  made  of  up  community  mem- 
bers, and  so  it's  important  to  them  that  their  neighbors  succeed 
and  that  their  communities  begin  to  develop.  And  also  build  on 
what  has  already  been  learned  and  focus  on  capacity  building  as  a 
strategy  for  expanding  the  field,  not  just  cookie  cutter  new  pro- 
grams. Understand  that  banks  cannot  do  this  kind  of  lending  and 
development  unless  partnered  organizations  like  the  Lakota  Fund. 

I  know  that  the  Senate  Banking  Committee  is  considering  possi- 
ble legislation  concerning  the  Community  Development  Financial 
Institutions  and  policymakers  are  possibly  looking  to  banks  to  do 
this  kind  of  lending.  Banks  can't  because  of  the  high  intense  level 
of  technical  assistance. 

There  are  many  things  needed  to  stimulate  economic  develop- 
ment. The  Lakota  Fund  cannot  and  does  not  imagine  that  they  can 
do  it  all.  And  it  will  take  a  combined  effort  of  all  of  those  that  are 
interested  in  economic  development.  We've  heard  in  the  last  couple 
of  days  about  a  lot  of  people  interested  in  economic  development, 
and  I  think  the  time  is  here  to  form  partnerships.  But  to  us  when 
community  people  get  involved  in,  first,  their  own  development  and 
their  own  sufficiencies,  the  community  can  really  grow  and  devel- 
op. 

And  it  can't  be  a  top-down  approach.  This  has  been  demonstrated 
by  the  many  failures  in  that  strategy.  Governments,  state,  local, 
and  federal,  can't  run  everything,  but  it  should  enable  individuals 
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in  the  communities  to  participate  through  organizations  like  the 
Lakota  Fund.  The  Lakota  Fund  enables  this  kind  of  participation 
and  development  to  start  happening. 

Even  though  reservations  have  been  a  vital  part  of  the  state's 
economy — contributes  significantly  to  it — I  don't  think  the  State 
has  found  an  effective  strategy  for  supporting  reservation  economic 
development.  Supporting  microenterprise  development,  in  our 
view,  would  be  an  excellent  and  effective  strategy  for  reservation 
economic  development  through  individual  development,  which  in 
turn  creates  community  development. 

Cheryl  mentioned  the  welfare  systems.  I  know  that  there's 
recent  regulation  gone  on  that  has  really  improved — has  been  able 
to  separate  business  assets  from  personal  assets.  I  think  that's  a 
good  move.  But  I  think  a  lot  more  could  be  done  in  the  welfare  sys- 
tems, and  I  would  be  glad  to  participate  in  whatever  capacity  to 
look  at  those  welfare  systems  that  affect  our  clients.  I  know  that 
we — just  within  the  Bureau,  we  had  one  client  that  was  immediate- 
ly cut  off  of  their  assistance  because  of  an  article  that  was  written 
about  them.  We  had  help  on  the  local  level  to  remedy  that,  but  it 
needs  some  national  policy  efforts  too.  We've  become — we've  ob- 
served firsthand  success.  And  we  do  believe  that  long-term  social 
and  economic  change  will  result  because  of  the  Lakota  Fund.  But 
we've  come  to  realize  that  financial  assistance  and  healing  must  go 
hand  in  hand  if  poor  people  are  to  become  self-sufficient. 

That  concludes  my  comments. 

[The  prepared  statement  of  Ms.  Meeks  follows:] 

Prepared  Statement  of  Elsie  Meeks 

The  Lakota  Fund  is  a  private,  non-profit  community  development  loan  fund  for 
the  Lakota  People  of  the  Pine  Ridge  Indian  Reservation  in  South  Dakota.  The  fund 
operates  out  of  the  village  of  Kyle,  which  is  located  in  the  geographic  center  of  the 
reservation. 

The  Lakota  Fund  was  a  project  of  First  Nations  Development  Institute  of  Fal- 
mouth, VA.  First  Nations  Financial  Project,  founded  in  1979,  is  a  nationally  re- 
nowned, Indian,  non-profit  corporation  which  assists  resource  poor  Indian  tribes  in 
getting  control  over  and  developing  their  economies.  The  intent  of  First  Nations  has 
been  that  The  Lakota  Fund  would  become  independent  within  several  years.  The 
Lakota  Fund  is  now  a  community  owned,  "Lakota",  organization.  Its  nine  member 
board  is  made  up  of  Oglala  Lakota  members,  as  is  the  staff. 

The  fund  began  making  loans  in  1986  and  has  made  over  $425,000  in  loans  to  over 
200  tribal  members  to  develop  small  businesses  and  microcenterprises  through  its 
two  lending  programs.  Average  loan  size  to  date  is  about  $3,000.  Default  rate  has 
been  less  than  10  percent.  The  Lakota  Fund  was  started  in  answer  to  a  need  for 
capital  and  technical  assistance  to  help  in  stimulating  the  private  sector  of  the  Pine 
Ridge  Reservation.  At  the  time  the  fund  was  organized  Pine  Ridge  had  less  than  40 
small  businesses  in  an  area  roughly  50  to  80  miles,  with  a  population  of  about 
18,000.  Many  businesses  were  owned  by  non-Indians.  Some  $74  million  was  flowing 
off  the  reservation  yearly  to  neighboring  towns  because  of  the  lack  of  a  private 
sector.  There  are  no  banks  on  the  reservation. 

Loans  are  available  through  two  lending  programs,  Circle  Banking  Project  and 
TLF  Small  Business  Loans.  The  CBP  provides  an  opportunity  for  both  lending  and 
savings  to  people  who  otherwise  have  little  access  to  credit  or  opening  a  savings  ac- 
count. This  program  allows  4-6  members  of  a  community  to  join  together  in  a 
"peer"  lending  group.  After  five  training  sessions,  the  "Circle"  is  certified  and  the 
Circle  members  decide  who  first  will  be  able  to  receive  a  loan  of  not  more  than  $400. 
Collateral  is  not  required,  but  the  Circle  member  become  co-debtors  and  second 
loans  are  dependent  on  successful  repayments.  Savings  deposits  are  made  biweekly 
at  Circle  meetings. 

Many  of  these  business  activities  are  homebased  and  although  the  loans  are 
small,  the  rewards  have  been  great.  For  some,  it  is  a  first  opportunity  to  receive  a 
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loan  or  have  any  type  of  savings  account.  For  others,  they  have  been  able  to  in- 
crease their  incomes  or  provide  some  stability  to  their  incomes  while  increasing 
their  business  skills.  Circle  Banking  is  providing  the  entry  point  for  many  into  busi- 
ness and  economic  development. 

The  Lakota  Fund  Small  Business  Loans  are  utilized  primarily  by  individuals  who 
are  operating  small  formal  businesses  or  for  start-ups  with  a  feasible  business  plan. 
These  loans  are  up  to  $25,000.  People  just  starting  in  business  must  attend  a  6-week 
training  course  conducted  by  the  Lakota  Fund.  Ongoing  technical  assistance  is  pro- 
vided by  the  Lakota  Fund. 

THE  NEED  FOR  MICROENTERPRISE  DEVELOPMENT 

In  an  area  where  the  unemployment  rate  has  been  historically  at  75-85  percent 
and  where  there  has  been  virtually  no  private  sector  businesses,  where  the  Federal 
government  has  had  to  be  relied  on  heavily,  few  other  development  methods  make 
sense.  Past  economic  development  efforts  by  the  tribe  have  been  primarily  by  start- 
ing tribal  enterprises.  Not  one  has  succeeded  to  date.  Even  though  the  primary  pur- 
pose of  the  tribal  enterprises  were  to  provide  employment  this,  also,  was  one  of  the 
many  reasons  for  their  failure.  Because  of  historical  unemployment  many  people 
have  never  had  a  job,  welfare  has  had  to  be  heavily  relied  upon.  As  a  result  people 
were  not  willing  to  work  for  minimum  wage,  drive  long  distances,  and  have  to  rely 
upon  outside  childcare.  Given  the  choice,  welfare  was  the  better  option.  At  the  same 
time,  there  are  many  that  have  relied  upon  welfare  for  so  many  years  that  inertia 
has  set  in.  Other  reasons  for  their  failure,  of  course,  was  mismanagement.  Many 
times,  managers  were  hired  for  reasons  other  than  expertise  and,  for  the  most  part, 
management  experience  was  badly  lacking.  In  addition,  because  the  businesses  were 
not  privately  owned  management  lacked  a  feeling  of  ownership  which  so  often  is 
responsible  for  the  success  of  a  business. 

The  Lakota  Fund,  with  economic  development  as  its  goal,  has  through  microenter- 
prise  development  reached  out  to  the  "poorest  of  the  poor"  and  drawn  them  into  a 
process  that  begins  people  on  the  road  to  economic  self-sufficiency  by  allowing  them 
to  take  the  first  step  that  is  most  natural  for  them  to  take.  Although,  welfare  is 
relied  upon  many  people  have  skills  such  as  arts  and  craft,  repairs  services  of  all 
types,  catering  and  food  concessions,  to  name  a  few.  These  skills  are  used  to  earn 
that  "extra  little  bit"  to  tide  them  over  during  emergencies  or  hard  times.  The 
people  that  have  come  to  the  Lakota  Fund  are  looking  for  an  opportunity  to  turn 
these  skills  into  a  business.  Eighty-four  percent  of  the  people  that  come  to  the 
Lakota  Fund  do  not  feel  that  they  could  obtain  credit  from  a  bank.  Most  do  not 
have  management  skills.  Most  are  effected  by  dependence  on  welfare.  Staff  at  the 
Lakota  Fund  bring  them,  step  by  step,  into  the  development  process,  building  busi- 
ness, financial,  marketing,  personal  empowerment,  and  production  expertise  as  they 
proceed.  It  is  not  a  quick-fix  and  it  should  not  be.  It  is  a  process  that  brings  results 
over  time. 

support/obstacle/solutions 

Many  private  foundations,  such  as  the  Ford,  Northwest  Area,  C.S.  Mott,  U.S. 
West,  South  Dakota  Community  Foundation,  Bush  and  many  others  have  provided 
grant  support  for  operations,  as  well  as  grants  for  the  loan  fund,  for  the  Lakota 
Fund.  The  loan  pool  is  capitalized  through  Program  Related  Investments  from  foun- 
dations and  individual  investors  at  0-3  percent  interest.  As  yet,  The  Lakota  Fund 
has  received  no  federal  support. 

Microenterprise  programs,  like  the  Lakota  Fund,  are  not  just  lending  programs. 
They  provide  high  levels  of  training  and  technical  assistance,  which  cannot  be  sup- 
ported by  the  spread  on  lending  activities.  In  this  sense,  they  are  unlike  most  other 
public  or  private  sector  lending  programs.  As  a  result,  programs  require  an  appro- 
priate mix  of  both  grants  to  support  the  costs  of  their  training  and  technical  assist- 
ance and  loan  funds  to  capitalize  their  loan  pools.  Especially,  on  the  Pine  Ridge  Res- 
ervation, but  also  microenterprise  lending  in  general  is  somewhat  risky.  Therefore, 
loan  pools  should  be  capitalized  with  permanent  capital  as  well  as  loan  funds.  The 
Lakota  Fund  and  other  microenterprise  loan  funds  cannot  operate  solely  on  loaned 
dollars. 

The  Lakota  Fund  has  operated  almost  as  "the  lone  ranger"  on  the  Pine  Ridge 
Reservation.  There  are  no  other  organizations  that  provide  technical  assistance  at 
the  level  that  is  needed.  The  Lakota  Fund  and  Oglala  Lakota  College  has  worked 
together  to  develop  curriculum  for  the  Small  Business  Training  course  which  is  con- 
ducted by  the  Lakota  Fund. 
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NATIONAL,  STATE  AND  LOCAL  PERSPECTIVE 

Microenterprise  development  has  become,  over  the  last  several  years,  an  accepted 
option  in  the  array  of  economic  and  human  development  strategies.  It  has  received 
support  from  leaders  of  both  Houses  of  the  U.S.  Congress.  It  has  been  included  as  a 
central  component  in  President  Clinton's  economic  revitalization  plan. 

The  microenterprise  field  took  a  major  step  ahead  in  building  its  capacity  with 
formation  of  the  Association  of  Enterprise  Opportunity  in  1991.  AEO  is  the  member- 
ship association  for  microenterprise  and  self-employment  programs  and  was  created 
to  provide  a  forum  and  a  voice  to  promote  enterprise  opportunity  for  people  and 
communities  with  limited  access  to  economic  resources. 

In  light  of  the  increasing  number  of  Federal  initiatives  in  support  of  microenter- 
prise development  and  President  Clinton's  statement  to  create  1,000  microenteprise 
loan  funds  there  are  a  number  of  key  principles  for  policymakers  to  keep  in  mind: 

•  Affirm  the  multiple  goals  of  microenterprise/self  employment. 

•  Affirm  the  diversity  of  program  designs. 

•  Build  on  what  has  already  been  learned,  and  focus  on  capacity-building  as  a 
strategy  for  expansion. 

•  Focus  on  community-based  organizations. 

•  Minimize  oversight  and  sign-off  by  the  Federal  funding  source  over  individ- 
ual loans. 

•  Be  aware  that  microenterprise  lending  programs  are  only  one  component  of 
a  continuum  of  credit  that  is  required  to  spark  entrepreneurship  and  revitalize^ 
communities. 

•  Microenterprise  programs  need  operational  funds,  not  just  low-interest  loan 
funds. 

•  Recognize  that  increasing  the  scale  of  some  existing  programs  may  be  more 
effective  than  creating  1,000  small,  stand,  stand-alone  efforts. 

•  Remove  state  and  federal  barriers  facing  public  assistance  recipients  who 
wish  to  become  self-employed. 

The  Lakota  Fund  has  been  one  of  the  few  effective  economic  development  organi- 
zations on  the  Pine  Ridge  Reservation  because  it  has  focused  on  the  development  of 
individuals  and  their  businesses.  But,  in  order  to  provide  the  impact  that  is  needed 
the  Lakota  Fund  must  expand.  It  cannot  be  just  a  microenterprise  loan  fund,  but 
must,  also,  begin  looking  at  the  broader  issues  of  economic  development.  Ideally, 
forming  a  partnership  of  sorts  with  the  tribe  and  together  working  on  economic  de- 
velopment would  be  the  best  solution.  To  date,  the  Lakota  Fund  has  operated  auton- 
omously from  the  tribe  which  has  kept  the  Lakota  Fund  out  of  the  political  arena. 
This  has  been  a  key  factor  to  its  success.  Realistically,  a  partnership  with  the  tribe 
probably  will  not  happen.  Most  monies  that  come  down  through  federal  sources 
must  be  channeled  through  the  tribal  government  and  have  never  been  passed  onto 
private  organizations  such  as  the  Lakota  Fund. 

Many  states,  such  as  Montana,  Nebraska,  North  Carolina,  New  Hampshire,  to 
name  a  few,  have  specifically  included  microenterprise  development  in  their  devel- 
opment plans.  These  states  contract  with  loan  funds,  such  as  the  Lakota  Fund  to 
work  in  the  communities.  (See  attached.)  In  our  view,  this  would  be  an  excellent  and 
effective  strategy  for  forming  partnerships  with  the  state  for  development  in  Indian 
country.  There  are  several  other  microenterprise  programs  that  have  recently  start- 
ed such  as  the  Sicangu  Enterprise  Center  on  the  Rosebud  Reservation.  Several  other 
reservations  are  thinking  of  starting  loan  funds,  also. 

The  staff  and  board  have  witnessed  firsthand  success  and  believe  that  long  term 
social  change  will  also  result  because  of  The  Lakota  Fund.  They  also  feel  that  this 
method  is  very  appropriate  for  most  Native  American  populations.  Interest  in  this 
project  has  grown  on  many  Indian  reservations  and  even  in  non-Indian  populations 
suffering  from  poverty.  The  Lakota  Fund  board  and  staff  have  come  to  realize  that 
healing  and  financial  assistance  must  go  hand-in-hand  if  poor  people  are  to  become 
self-sufficient. 

Senator  Pressler.  Jerry  Smith  of  Lone  Tree  Manufacturing. 

STATEMENT  OF  JERRY  E.  SMITH,  CO-OWNER  OF  LONE  TREE 
MANUFACTURING 

Mr.  Smith.  My  name  is  Jerry  Smith  and  I  am  half  owner  of  Lone 
Tree  Manufacturing  in  Sturgis,  SD.  I  guess  we  are  what  you're 
talking  about.  We're  a  small  business.  We  are  located  off  the  reser- 
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vation,  but  we  encounter  some  of  the  same  problems  that  you  see 
here  on  the  reservation  that  can  be  solved.  My  partner  and  I  start- 
ed this  business  a  year  ago  with  just  the  two  of  us  and  one  other 
gentleman  and  under  $1,000  in  gross  income.  This  year  we're  now 
projecting  a  $1.5  million  gross  income  on  products  other  than  cul- 
ture and  nature.  We  have  been  able  to  make  contacts  throughout 
the  nation,  and  we  compete  internationally  on  the  market  in  wood 
products. 

I  brought  some  of  the  products  along  for  you  folks  to  look  at  and 
see  what  we're  doing  in  the  Sturgis  area. 

We're  currently  expanding,  building  new  buildings,  hiring  new 
people.  The  people  we  do  hire  have  to  be — at  least  51  percent  of 
them — economically  depressed  in  some  way.  That's  been  our  policy 
anyway.  We  want  to  help  those  out  that  need  the  help  the  most. 
One  of  the  problems  we  see  that  is  definitely  relative  to  all  of  you 
that  have  been  here  is  the  funding  process.  Some  of  the  things 
that — BB,  the  Bureau-bashing,  the  Bureau  has  earned  some  of  that 
by  not  being  responsive  to  the  people  coming  through  there. 

I'm  currently  negotiating  a  half  a  million  dollar  contract  with  a 
company  who  wants  us  to  be  sending  the  product  by  next  week. 
When  I  asked  one  of  the  gentlemen  about  funding  through  BIA,  he 
told  me  the  process  would  take  at  least  12  to  18  months  to  respond 
to  see  if  we're  eligible.  We  can't  respond  to  that  gentleman  who 
will  spend  a  half  a  million  dollars  in  South  Dakota  this  year.  Other 
processes  are  just  as  bad.  I  negotiated  yesterday  with  the  Gover- 
nor's Office  on  Economic  Development  for  a  grant  in  our  county  up 
here.  For  this  business  to  be  opened  in  that  county  and  to  get  the 
processes  going,  manufacturing  going  and  products  going  out  the 
door,  they  said  the  quickest  they  could  respond  with  a  grant  of  that 
size  would  be  60  days.  Again,  my  man  is  saying,  "We  want  the 
product.  We'll  start  paying  you  money."  I  need  to  buy  one  machine 
that's  $50,000.  They  said  if  we  buy  it  and  come  back  through  the 
door  with  a  grant,  Federal  funds  won't  pay  for  it.  So  the  delays  up 
front  are  a  real  problem.  Funding  processes  have  to  be  responsive 
to  the  marketplace  out  there.  And  reality  funding  bases  should  be 
there. 

The  amount  of  funding  is  usually  adequate.  They  straight  line 
loan  money  for  a  set  period  of  time  and  amortize  it  over  a  set 
period  of  time  and  you  pay  it  off  in  a  set  period  of  time.  There 
should  be  some  type  of  flexibility.  There  are  times  when  they  have 
cash  funds  that  are  great,  and  there  are  times  that  the  cash  flow  is 
really  low.  We  should  be  able  to  go  back  and  say  we  need  a  little 
assistance  down  the  road.  We  need  some  help  here  because  we 
know  that  in  90  days  our  cash  flow  is  going  to  be  back  up  and  we'll 
be  able  to  cover  that.  Right  now  some  of  the  private  institutions 
will  help  you  if  you're  very  vital.  But  if  you  don't  get  that  help  and 
you're  a  small  business  like  several  on  the  reservation,  you  go 
under.  You  don't  have  anymore  resources.  You're  done.  That's  it. 
It's  completed.  If  they  can  fund  in  some  responsive  way  of  either  a 
combination  of  local  governments  and  banks,  that  would  help  a  lot 
of  small  businesses. 

Deferred  payment  is  one  thing  I  would  like  to  bring  up.  We're 
borrowing  right  now  a  half  a  million  dollars  to  build  our  new  build- 
ing and  set  up  new  equipment  and  payroll.  The  minute  we  go  into 
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the  building,  we  have  to  start  paying  that  money  back.  Yet  our 
cash  flow  is  usually  a  minimum  90-day  turnover,  sometimes  even 
further  down  the  road  before  we  get  a  rebate  on  the  product  we're 
manufacturing.  If  lending  institutions  could  defer  payment  and 
find  some  way  to  pay  at  least  the  interest,  if  not  the  principal,  by 
federal  funding  or  state  funding  or  some  unique  way  of  funding  to 
ensure  the  success  of  that  building,  to  ensure  the  funding  of  the 
new  equipment.  That  would  be  a  real  asset  to  new  businesses  as 
they're  operating. 

Just  some  other  points  I'd  like  to  make.  We  are  a  holistic  manu- 
facturing firm  in  the  sense  that  the  people  we  hire  aren't  just  pro- 
duction people.  They  come  in  with  social  problems,  economic  prob- 
lems, psychological  problems.  We  have  to  take  the  time  to  deal 
with  those  even  though  we  compete  with  the  Japanese  out  there. 
Our  employees  are  not  paid  on  a  definite  hourly  rate.  They're  paid 
on  whatever  that  person  can  produce.  If  he  comes  in  during  the 
day  and  he's  worried  about  something,  at  least  he's  costing  us  and 
himself  money.  We  will  still  hire  these  people.  We  need  a  unique 
way  of  funding  so  we  can  take  the  time,  take  them  to  the  break 
room,  sit  down  with  them  and  help  them  deal  with  their  problems. 
Do  it  on  a  workshop  basis.  Allow  us  to  have  some  moneys  to  take 
all  of  them  aside  and  sit  down  in  a  realistic  situation  and  help 
them  deal  with  their  problems.  Get  it  out  of  the  unreal  situations 
of  always  being  in  the  classroom  and  learning  it.  Apply  it  to  where 
they  are  at  that  time  in  their  lives. 

Other  than  that,  the  real  key  to  our  success  has  been  two  things, 
that  is,  we  pray  like  it's  all  up  to  the  Lord  and  we  work  like  it's  all 
up  to  us. 

I'd  like  to  thank  you  for  your  time. 

[The  prepared  statement  of  Mr.  Smith  follows:] 

Prepared  Statement  of  Jerry  E.  Smith 

I  am  Jerry  E.  Smith,  co-owner  and  marketing/business  manager  of  Lone  Tree 
Mfg.  of  Sturgis,  SD.  Lone  Tree  is  a  wood  products  and  gunstock  manufacturing  firm 
that  came  into  existence  in  June  1992.  The  dollar  growth  rate  of  Lone  Tree  has  gone 
from  approximately  $100,000  per  annum  to  $1.5  million  per  annum.  We  are  present- 
ly constructing  a  new  9,000  square  foot  building  in  Sturgis,  SD,  and  opening  a  small 
production  center  in  Vale,  SD.  Although  Lone  Tree  is  in  business  to  make  money, 
our  first  goal  is  to  provide  meaningful  employment  for  disadvantaged  people  of  all 
backgrounds. 

My  testimony  is  based  upon  my  experiences  along  with  my  partner  (Marty  Wil- 
liamson) in  making  Lone  Tree  the  company  it  is  today. 

Lone  Tree  is  a  unique  manufacturing  firm  to  South  Dakota  and  probably  the 
entire  Northern  Plain  region.  We  compete  in  a  nation  wide  market  place  while 
trying  to  utilize  a  production  staff  of  persons  in  disadvantaged  situations.  Our 
hourly  rate  employee  work  force  consists  of  Native  Americans,  people  of  color,  farm 
wives,  displaced  farmers,  recovering  alcoholics,  veterans  and  disadvantaged  youths 
at  risk.  Most  of  our  hourly  rate  persons  are  drawn  from  three  (3)  local  programs. 
They  are:  Ft.  Meade  V.A.  Medical  Center,  Ft.  Meade,  SD;  Black  Hills  Special  Serv- 
ices Cooperative,  Sturgis,  SD;  and  New  Dawn  Residential  Alcohol  Rehabilitation 
Center,  Vale,  SD. 

The  most  common  problem  that  Lone  Tree  encounters  is  that  today's  current 
market  is  so  competitive  that  often  times  the  profit  margin  doesn't  allow  for  the 
extra  expense  and  supervision  required  by  our  unique  work  force.  Production  is  neg- 
atively affected  by  the  employee's  social  and  psychological  problems.  I.E.  low  self- 
esteem,  addiction,  court  supervision,  poor  work  skills,  poor  work  ethic,  etc.  Most  of 
our  profit  margin  is  eaten  up  by  extra  time  spent  helping  our  workers  learn  and 
cope  on  a  daily  basis. 
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Although  there  are  numerous,  well-funded  programs  in  place  to  assist  persons 
such  as  the  ones  we  employ,  no  funds  are  available  to  private  firms  that  are  willing 
to  assume  some  social  responsibility  and  contribute  to  society.  There  is  a  need  for 
public  funding  to  assist  companies  such  as  ours.  There  is  a  legitimate  need  for  pri- 
vate industry  to  qualify  for  State  and  Federal  grants  and  loans  so  that  they  are  able 
to  provide  meaningful  employment  for  the  disadvantaged,  consistent  with  the  "real 
world". 

Existing  State  and  Federal  funding  programs  available  through  SBA,  BIA,  etc.  on 
a  whole  are  pretty  good.  I  do  see  a  need  to  create  low  interest  loan  programs  that 
incorporate  a  delayed  or  deferred  payment  programs  from  12-36  month  duration  so 
as  to  ensure  the  success  of  small  minority  businesses. 

I  also  see  the  need  for  funding  for  on  and  off  reservation  projects  that  in  no  way 
compete  or  detract  from  one  another. 

Perceived  risk  is  another  area  of  concern.  There  are  many  minorities  with  bril- 
liant entrepreneurial  ideas  who  cannot  qualify  for  loans  from  banking  institutions, 
because  of  poor  past  histories  in  personal  finance.  There  needs  to  be  an  industry 
wide  program  to  help  these  people  qualify  for  funds  despite  their  past  histories. 

There  is  also  a  great  need  on  and  off  the  reservation  to  qualify  the  small  borrower 
of  funds  so  that  they  can  start  up  their  small  cottage  industries.  Most  funds  re- 
quired for  minority  cottage  industries  are  in  such  small  amounts  that  normal  bank- 
ing and  loaning  institutions  find  that  there  isn't  any  profit  in  administering  such 
programs. 

In  closing,  I  would  like  to  recap  what  I  feel  are  the  major  areas  of  concern  to 
minority  businesses  in  off  reservation  South  Dakota. 

First  and  foremost  would  be  deferred  or  delayed  pay  back  programs,  second  would 
be  funds  to  assist  in  training  and  habilitation  in  private  industry  and  then  the  other 
areas  of  concerns  such  as  small  cottage  industry  and  past  history  to  qualify  for 
funds  would  follow  as  areas  of  concern. 

I  am  sure  that  there  are  other  areas  of  concern  that  I  have  not  addressed,  but 
these  are  the  ones  that  Lone  Tree  is  presently  dealing  with. 

I  thank  the  Committee  for  allowing  me  this  opportunity  to  present  my  thoughts 
on  minority  business  opportunities  in  off  reservation  South  Dakota.  Thank  You. 

Respectfully  submitted  this  1st  day  of  September,  1993. 

Senator  Pressler.  Thank  you  very,  very  much. 
Fred  DuBray,  we  will  hear  now  from  you  and  the  Inter  Tribal 
Bison  Cooperative. 

STATEMENT  OF  FRED  DUBRAY,  PRESIDENT,  INTER  TRIBAL 
BISON  COOPERATIVE 

Mr.  DuBray.  Thank  you,  Mr.  Pressler.  Good  morning,  Senator. 
My  name  is  Fred  DuBray.  I'm  a  member  of  the  Cheyenne  River 
Sioux  Tribe.  I'm  the  director  of  the  tribal  corporation  that  was  cre- 
ated in  the  Cheyenne  River  Reservation  to  manage  our  buffalo 
herd  as  an  economic  enterprise,  and  I'm  also  president  of  the  Inter 
Tribal  Bison  Cooperative,  which  consists  of  26  tribes  throughout 
the  United  States  who  have  formed  a  cooperative  effort  to  restore 
buffalo  on  the  Indian  lands.  I'm  grateful  for  the  opportunity  to  pro- 
vide testimony  today  regarding  business  development  in  Indian 
country  because  that's  one  aspect  of  what  the  Inter  Tribal  Bison 
Cooperative  is  all  about  as  well  as  our  tribal  corporation  and 
myself  as  an  individual.  I  also  raise  buffalo  on  the  Cheyenne  River 
Reservation.  So  given  those  three  different  levels  of  involvement 
with  the  buffalo  industry,  I  think  over  the  past  few  years,  I've  de- 
veloped a  unique  insight  into  some  of  the  problems  that  we're  faced 
with  in  developing  this  type  of  enterprise. 

In  my  opinion,  it's  really  hard  to  talk  about  economic  develop- 
ment out  in  this  part  of  the  country  without  including  buffalo  be- 
cause to  our  tribe,  as  well  as  many  other  tribes,  it  wasn't  too  long 
ago  that  that  was  our  economic  base.  So  I  think  that's  a  real  im- 
portant concept  that  needs  to  be  understood  and  not  overlooked  as 
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we  talk  about  economic  development.  When  the  government  came 
in  as  well  as  the  fur  traders  and  all  these  guys  and  killed  all  the 
buffalo,  they  wiped  out  our  economy.  We  had  a  self-sufficient  econ- 
omy at  that  time.  That  really  needs  to  be  acknowledged  and  under- 
stood by  the  government  and  by  the  general  public  at  large — our 
economy  was  basically  destroyed  and  severely  crippled,  to  say  the 
least.  So  in  developing,  we  have  had  to  adapt  and  develop  into 
other  things,  farming  and  ranching.  Those  are  the  kind  of  things 
that  were  developed  out  here  in  this  country  because  that's  the  pri- 
mary industry  in  this  area.  There's  a  significant  amount  of  infor- 
mation that  shows  and  demonstrates  that  might  have  been  a  big 
mistake  by  the  Federal  Government,  that  farming  this  country  was 
very  marginal  to  begin  with.  The  Federal  Government  has  had  to 
subsidize  a  lot  of  these  programs  in  order  to  keep  those  farmers 
afloat  for  the  last  hundred  years.  So  when  you  start  looking  at 
those  kinds  of  statistics,  and  with  the  Indian  people  being  pushed 
into  that  direction,  then  we  haven't  been  able  to  develop  fully,  and 
it's  really  not  a  culturally  compatible  type  of  thing.  That's  the  way 
our  tribal  organization  as  well  as  the  Inter  Tribal  organization,  was 
developed  within  the  framework  and  that  concept  that  the  impor- 
tance of  economic  development  needs  to  come  from  within  the 
hearts  and  minds  of  Indian  people. 

Too  often,  the  Federal  Government,  as  well  as  the  private  sector, 
have  taken  a  paternalistic  attitude  and  they've  felt  the  need  to 
show  us  how  to  do  this,  like  we're  not  capable  of  developing  our 
own  ideas.  But  that's  real  important,  self-esteem  and  pride  and  eco- 
nomic development,  developing  those  ideas.  We've  never  been  al- 
lowed to  make  mistakes.  If  something  is  funded  they  say,  "Well,  it 
didn't  work.  I  gave  you  a  week  and  it  didn't  work."  Well,  I  would 
suggest  that  we  need  to  be  able  to  make  some  mistakes  in  this  de- 
velopment process  because  that's  a  very  important  part. 

I'd  also  like  to  point  out  the  fact  that  in  the  1800s  at  about  the 
same  time  as  buffalo  herds  were  being  wiped  out,  there  was  a  proc- 
ess that  the  Federal  Government  had  with  their  industrial  leaders 
of  the  Nation  at  that  time  called  infrastructures.  They  recognized 
the  importance  of  developing  American  businesses  and  companies 
and  allowing  them  to  compete  with  the  European  businesses  and 
industries  that  were  already  well-developed  and  in  place.  So  the 
Federal  Government  imposed  tariffs  and  regulations  to  enable  the 
American  businesses  and  industries  to  develop  to  the  point  where 
they  could  compete  with  the  European  businesses.  I  think  a  con- 
cept to  apply  to  Indian  country  is  that  we  need  that  kind  of  capital. 
We  need  that  kind  of  assistance  to  be  able  to  compete  with  these 
outside  industries  on  a  level  that  will  enable  us  to  do  that. 

We've  heard  all  day  today  that  capital  is  one  of  the  big  things. 
One  of  the  weak  spots  in  the  process  of  economic  development  is 
capital.  I  think  that  last  year  $5  million  was  appropriated  for 
Indian  business  development.  And  $5  million  is  not  even  enough 
for  Cheyenne  River,  let  alone  the  entire  nation  of  tribes.  So  when 
we're  talking  about  economic  development,  there  has  to  be  an  ade 
quate  level  of  funding. 

One  of  the  things  I  did  as  the  president  of  Inter  Tribal  Bison  Co- 
operative was  that  I  approached  the  World  Bank  regarding  funding 
for  the  development  of  economies.  We've  got  26  tribes  involved  in 
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this  process  and  what  we're  looking  at  is  developing  a  marketing 
strategy  that  will  benefit  all  of  those  tribes  and  enable  them  to  get 
a  better  price  and  a  greater  benefit  for  what  we're  trying  to  devel- 
op. But  in  order  to  do  that,  it's  going  to  take  a  significant  amount 
of  capital.  So  we  talked  to  the  World  Bank  and  they  said,  "Well, 
you're  not  really  a  sovereign  nation."  I  maintain  that  we  are  a  sov- 
ereign nation.  Each  one  of  our  nations  is  a  sovereign  nation.  And 
they  said,  "Well,  if  you're  considered  a  sovereign  nation,  then  why 
doesn't  the  United  States  recognize  it  that  way?"  So  in  trying  to 
address  that,  we're  going  to  have  to  go  through  a  whole  legal  battle 
in  order  to  determine  whether  or  not  we  are  truly  sovereign  na- 
tions. I  think  that  that's  something  that  Congress  could  handle  leg- 
islatively and  just  acknowledgment  as  having  that  status  of  an  un- 
derdeveloped country.  We  could  get  those  funds  from  financial  in- 
stitutions, such  as  the  World  Bank.  They  were  interested  in  the 
concept,  but  this  technicality  doesn't  allow  us  to  approach  it. 

As  far  as  microenterprise  versus  macroenterprise  is  concerned, 
that's  why  I  talked  about  this  full  scale  of  development.  Our  Inter 
Tribal  Bison  Cooperative  consists  of  26  tribes  who  have  to  have 
tribal  council  resolutions  of  support  for  this  project.  And  that's 
very  important  because  without  that  tribal  council  support,  then 
this  thing  can't  really  move  forward.  In  developing  a  macro-type 
enterprise,  there's  European  markets,  there's  international  mar- 
kets that  are  very  interested  in  Indian-produced  product,  buffalo 
meat  and  buffalo  byproducts  and  so  on. 

On  the  micro  scale,  we're  looking  at  the  reservation  development 
addressing  a  lot  of  needs  that  are  out  there  on  the  reservation.  And 
in  Cheyenne  River,  we've  got  86  percent  unemployment,  for  in- 
stance. Well,  where  are  these  people  going  to  work?  It's  really  hard 
to  get  a  large  industry  in  there.  Even  if  we  do,  a  lot  of  times  it  will 
be  an  artificial  type  of  economy.  So  it's  with  the  idea  that  by  devel- 
oping this  buffalo  herd  we  can  generate  economic  opportunities  for 
individuals  out  of  their  own  homes,  such  as  cottage  industries.  We 
have  a  tremendous  amount  of  potential  with  artisans  and  crafts- 
men who  are  really  good  at  developing  these  kinds  of  products,  but 
in  order  for  them  to  be  able  to  develop,  they  need  small  business 
loans.  As  offshoots  off  of  this  tribal  project  that  we're  trying  to  gen- 
erate, we  also  have  the  potential  for  a  lot  of  Indian  ranchers  to 
start  raising  buffalo.  There's  a  lot  of  interest  in  that  area,  but  in 
order  to  do  that,  we  feel  that  it's  up  to  the  tribe  to  help  those  indi- 
viduals develop  on  that  level. 

So  our  Inter  Tribal  Bison  Cooperative  doesn't  deal  with  individ- 
uals. We  deal  with  tribes.  And  we'll  help  the  tribes  get  going.  The 
tribes  in  turn  can  help  their  individual  members  get  going  in  these 
types  of  microenterprises.  So  the  concept  is  there,  and  I  guess  the 
real  important  part  of  it  is  that  it's  coming  from  within  the  grass 
roots  level  of  Indian  people.  It's  culturally  compatible,  it's  ecologi- 
cally sound,  and  it's  economically  profitable.  Those  are  very  impor- 
tant factors  of  reservation  development. 

Our  politics  are  not  like  yours,  sir.  You've  got  Republicans  and 
Democrats.  I  would  suggest  that  ours  is  more  like  traditional 
people  versus  progressive  people.  And  when  we  develop  these 
projects,  we  have  to  balance  these  two.  If  we  lean  too  far  one  way, 
the  other  side  kind  of  gets  a  little  bit  upset  and  tends  to  want  to 
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pull  it  down  and  pull  it  back  into  line.  So  we  have  to  balance  these 
things.  And  that's  what  this  kind  of  project  represents. 

Rather  than  going  further  with  that,  I'd  like  to  point  out  a  few  of 
the  specific  problems  that  we  have  encountered  as  we  went  along 
the  way.  As  I  said,  in  the  development  of  this  type  of  business,  the 
research  has  to  come  from  the  Indian  people  themselves.  I've  heard 
it  mentioned  a  couple  times  here  today  about  the  tribal  colleges 
being  given  land  grant  status  because  there's  huge  research  grants 
that  are  given  to  state  universities  and  those  that  have  land  grant 
status.  But  our  tribal  colleges  can't  qualify  for  these  kind  of  re- 
search grants  because  they  don't  have  that  status.  Yet,  in  the  de- 
velopment it's  very  important  that  that  kind  of  research  and  plan- 
ning be  done  by  tribal  people,  by  Indian  people,  because  we're  talk- 
ing about  different  perspectives,  different  situations  that  are  vital 
to  the  reservation  situation.  I  think  one  of  the  most  important 
things  that  needs  to  be  done  is  developing  and  recognizing  our 
tribal  colleges,  community  colleges  as  land  grant  status  or  what- 
ever it  takes  to  get  them  the  capability  to  get  these  research  grants 
so  that  they  can  start  developing  not  only  in  planning  research  but 
also  training  programs  that  must  go  hand  in  hand  with  this  type  of 
process. 

I  mentioned  the  lack  of  financing  and  credit  availability  on  the 
reservation  for  tribal  businesses  and  individual  Indian  entrepre- 
neurs. We  have  a  very  hard  time  getting  loans  for  Indian  people  on 
the  reservation.  I  think  people  are  familiar  with  that,  just  simply 
because  we're  located  on  the  reservation.  And  like  some  of  the 
other  people  testified  the  Indian  development  program  will  be  set 
up  to  provide  capital  that  is  so  necessary  to  get  these  loans 
through.  But  even  when  you  try  to  get  that  grant,  it's  not  recog- 
nized by  the  BIA  or  by  the  private  institutions  a  lot  of  times  as 
that  capital.  We  need  another  20  percent  equity  to  get  the  grant. 
So  I  think  that  needs  to  be  looked  into  as  well  because  we've  had  a 
lot  of  problems  and  a  lot  of  complaints  in  that  area. 

Another  thing  that  directly  affects  us  is  in  the  area  of  land.  Be- 
cause of  our  geographic  isolation  here,  we  have  to  look  at  our  land 
and  our  natural  resources  for  economic  development.  We  have  a 
huge  acreage  of  land,  and  like  other  people  mentioned,  we  don't 
have  timber,  we  don't  have  oil,  we  don't  have  gas.  We  don't  have  a 
lot  of  things  that  other  areas  have,  but  we  do  have  land,  we  do 
have  buffalo,  and  we  do  have  those  types  of  things  that  can  be  de- 
veloped, such  as  tourism  in  association  with  buffalo  herd.  Those 
are  the  kind  of  things  we  need  to  do  hand  in  hand  in  conjunction 
with  each  other. 

The  land  acquisition  is  a  major  problem  for  a  lot  of  tribes,  be- 
cause in  the  1934  Indian  Reorganization  Act,  Congress  provided 
that  Indian  tribes  could  expand  their  reservation  land  base,  and 
they  were  even  appropriated  $2  million  a  year  for  that  to  take 
place.  However,  that  hasn't  happened.  Instead,  we've  lost  our  land 
base.  In  Cheyenne  River,  we're  down  to  half  of  what  our  original 
reservation  land  base  was,  and  we're  losing  land  constantly.  Yet 
our  population  is  growing.  We  have  to  look  at  those  kind  of  things 
as  economic  development.  We  have  to  be  able  to  acquire  more  land 
and  reacquire  the  land  that  was  lost.  But  the  Federal  aid  that  is 
available  comes  in  the  form  of  loans  when  here's  this  Indian  Reor- 
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ganization  Act  that  appropriated  money  for  that  express  purpose. 
So  that  needs  to  be  looked  into,  because  in  our  economic  situation, 
it  causes  a  lot  of  problems  in  future  development  planning  that 
way  and  consolidating  some  of  these  lands. 

Another  area  that  we  looked  into  was  tribal  corporations.  It's 
also  provided  in  the  Indian  Reorganization  Act,  that  tribes  can  de- 
velop and  create  corporations  to  assist  them  in  conducting  their 
business  and  in  a  manner  that's  convenient  for  that  tribe.  Well,  a 
good  example  of  the  kind  of  problems  that  we  encounter  in  doing 
that  is  in  Cheyenne  River  we  created  this  corporation  to  run  the 
buffalo  herd.  We  purchased  some  land  and  attempted  to  put  it  into 
trust  for  the  corporation.  The  BIA  says,  "No,  you  can't  do  that. 
You  can't  put  it  into  trust.  Only  tribes  and  only  individual  Indians 
can  hold  land  in  a  trust."  Well,  we  maintain  that  just  like  any 
other  corporation  that's  created  in  this  country,  we  have  all  the 
legal  rights  of  an  individual  person.  And  if  it  was  created  by  the 
tribe,  then  it  should  have  the  same  legal  rights  as  the  Indian 
person  and  hold  land  in  trust.  But  that  was  a  technicality.  The 
Bureau  says  that  it  doesn't  provide  specifically  for  that  in  the  stat- 
utes, so  you  can't  do  it. 

Well,  that  goes  directly  back  to  the  lending  institutions  when 
we're  trying  to  develop  and  build  up  our  credibility  by  building  up 
assets  and  equity.  That's  one  of  the  things  they  look  at.  One  of  the 
first  things  they  say  is,  "Where  are  you  running  these  buffalo,  and 
who  owns  the  land?  Is  that  going  to  be  a  political  decision  tomor- 
row, that  you  don't  have  that  land  to  run  those  buffalo  on?"  Those 
become  very  important  matters  in  development  of  these  kind  of 
projects.  So  I  would  like  to  point  out  that  there  is  the  need  for 
those  kind  of  regulations  to  be  changed  because  we  have  to  be  able 
to  develop  that  way.  And  it's  allowed  for  in  the  Indian  Reorganiza- 
tion Act. 

Senator  Pressler.  Thank  you.  I'll  have  to  ask  you  to  submit  the 
rest  of  your  statement  for  the  record.  We  have  four  remaining  wit- 
nesses here,  if  that  would  be  okay. 

Mr.  DuBray.  I  thank  you  for  the  time,  and  I  appreciate  the  op- 
portunity to  testify.  I  would  like  to  ask  to  submit  some  further  doc- 
uments for  the  record,  if  there's  a  deadline  on  that. 

[The  prepared  statement  of  Mr.  Dubray  follows:] 

Prepared  Statement  of  Fred  DuBray 

Good  morning,  Mr.  Chairman  and  Members  of  the  Subcommittee.  My  name  is 
Fred  DuBray.  I  am  a  member  of  the  Cheyenne  River  Sioux  Tribe  and  executive  di- 
rector of  Pte  Hca  Ka,  Inc.,  which  is  a  tribal  corporation  created  to  manage  the 
Cheyenne  River  Sioux  Tribe's  buffalo  herd.  I  am  also  president  of  the  Inter  Tribal 
Bison  Cooperative,  which  is  comprised  of  26  tribes  from  13  States.  I  am  grateful  for 
the  opportunity  to  provide  testimony  today,  regarding  business  development  in 
Indian  country. 

As  you  may  be  aware,  buffalo  meat  and  buffalo  by-products  have  become  quite 
popular  in  the  United  States  and  abroad,  and  as  a  result  raising  buffalo  is  rapidly 
developing  into  a  unique  and  dynamic  industry.  In  1990,  the  Cheyenne  River  Sioux 
Tribe  designated  economic  development  as  the  No.  1  priority  of  the  tribe,  and  set  a 
goal  of  achieving  economic  self-sufficiency  by  the  year  2005.  As  a  result  of  that 
action  an  economic  analysis  was  done  to  determine  what  kind  of  development  was 
most  feasible  and  appropriate,  given  the  current  situation  on  the  reservation.  Al- 
though many  business  ventures  were  identified  that  showed  significant  potential, 
raising  buffalo  was  prioritized  because  of  the  centuries  old  relationship  between  the 
Lakota  nation  and  the  buffalo  nation.  At  one  time  the  buffalo  were  the  economic 
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base  of  our  tribe  and  many  other  tribes,  and  it  is  our  belief  that  through  proper 
development  the  restoration  of  buffalo  can  and  will  foster  economic  development  in 
a  manner  that  is  culturally  compatible  and  ecologically  sound.  It  is  critical  that  this 
long  standing  relationship  and  culturally  unique  bond  be  recognized  and  understood 
as  an  integral  and  necessary  component  of  economic  development  in  Indian  Coun- 
try. , 

At  the  same  time  our  tribe  was  planning  it's  Buffalo  Enhancement  Project  there 
were  many  other  tribes  who  were  also  interested  in  the  same  idea.  In  1991  a  group 
of  tribes  from  13  States  came  together  in  a  cooperative  effort  to  restore  and  enhance 
buffalo  herds  on  their  respective  reservations  and  the  Inter  Tribal  Bison  Coopera- 
tive (ITBC)  was  formed.  The  purpose  of  the  ITBC  is  to  assist  its  member  tribes  in 
the  development  of  tribal  herds  and  to  foster  cooperation  between  tribes  in  helping 
maintain  successful  projects  and  developing  marketing  strategies  and  plans  in  order 
to  provide  an  outlet  for  tribally  produced  products.  Although  the  ITBC  membership 
has  received  some  support  from  Congress  and  realized  a  high  level  of  success  in  pro- 
portion to  the  limited  funding,  the  funding  level  has  been  grossly  inadequate  for 
true  success  to  be  realized.  There  are  also  many  other  problems  and  regulatory  ob- 
stacles that  hinder  our  development  efforts  which  we  have  identified  and  briefly 
summarized  as  follows: 

(1)  Lack  of  necessary  capital  investment  to  compete  with  well  developed  busi- 
nesses who  have  capital  reserves  to  sustain  business.  In  many  cases,  authentic 
Indian  products  are  in  competition  with  non-Indian  businesses  which  produce 
similar  products  which  are  labeled  and  sold  as  "authenticated  Indian  products 
or  other  deceptive  strategies  which  imply  authenticity.  Without  the  essentia! 
capital  to  compete  and  develop  the  necessary  marketing  plans  to  raise  con- 
sumer awareness  for  actual  authentic  Indian  products,  the  small  Indian  busi- 
ness will  most  likely  fail  or  fall  prey  to  these  unscrupulous  and  exploitative 
business  practices. 

(2)  Lack  of  financing  or  credit  availability  on  the  reservation  for  tribal  busi- 
nesses and  individual  Indian  entrepreneurs.  Creditors  and  financial  institutions 
are  reluctant  to  extend  credit  onto  the  reservation.  Although  the  Indian  Financ- 
ing Act  (P.L.  93-632)  of  1974  created  the  first  realistic  opportunities  for  Indian 
entrepreneurs  to  become  involved  in  business,  the  three  programs  created  by 
this  act,  Guaranteed  Loan  Program,  Direct  Loan  Program  and  the  Grant  Pro- 
gram, are  grossly  underfunded.  Although  these  programs  were  designed  to  help 
those  individuals  and  tribal  businesses  who  can't  qualify  for  credit  for  lack  of 
equity  or  capital,  all  to  often  the  financial  institutions,  both  federal  and  private, 
fail  to  acknowledge  the  intent  of  this  act.  Undeveloped  markets  for  unique 
tribal  businesses  also  contributes  to  the  failure  of  these  financial  institutions  to 
recognize  the  many  innovative  plans  developed  by  Indian  entrepreneurs. 

(3)  Research  and  development  funding  for  tribal  colleges.  In  order  to  qualify 
for  many  Federal  research  grants,  it  is  our  understanding  that  a  college  must 
be  of  land  grant  status.  This  is  a  barrier  to  funding  for  tribal  colleges,  for  they 
do  not  have  land  grant  status.  There  is  an  overwhelming  need  for  tribal  colleges 
to  provide  research  and  training  programs  for  Indian  business  development. 
Many  Indian  businesses  have  a  different  focus  and/or  a  unique  need  in  order  to 
become  or  remain  competitive.  It  is  critical  that  these  needs  be  developed  from 
an  Indian  perspective,  starting  with  research  and  planning.  Production  and 
marketing  should  be  developed  simultaneously,  because  small  Indian  businesses 
cannot  afford  to  produce  their  product  and  inventory  while  the  market  is  devel- 
oped. Economic  analysis  and  development  funding  through  State  universities 
tends  to  reduce  tribal  projects  to  one  facet  of  their  broad  scope  and  take  away 
the  competitive  edge  that  could  be  fostered  at  the  tribal  college  level. 

(4)  Lack  of  Federal  aid  for  land  acquisition.  While  the  population  of  most 
tribes  is  increasing,  the  land  base  of  many  tribes  is  decreasing.  Because  of  our 
geographic  isolation  from  the  main  stream  business  and  industrial  market,  our 
land  base  and  associated  natural  resources  are  extremely  critical  for  economic 
development  and  stability.  However,  there  is  little,  if  any,  federal  assistance 
available  for  land  acquisition  to  increase  the  land  base  in  proportion  to  the  pop- 
ulation increase.  The  Indian  Reorganization  Act  allowed  for  land  acquisition 
and  provided  necessary  appropriations  for  implementation  of  this  provision. 
What  little  money  that  is  available  is  through  federal  loans,  not  appropriations, 
and  is  primarily  set  up  for  purchasing  trust  lands  and  consolidating  trust  lands, 
which  does  not  increase  the  reservation  land  base. 

(5)  Lack  of  federal  recognition  of  tribally  chartered  corporations.  The  Bureau 
of  Indian  Affairs  does  not  recognize  the  authority  of  the  tribes  to  create  legal 
entities  such  as  tribal  corporations.  The  Indian  Reorganization  Act  provided 
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that  tribes  have  the  authority  to  create  corporations  and  other  organizations  in 
order  to  conduct  business  in  a  manner  that  is  convenient  for  the  tribe.  Howev- 
er, in  a  recent  case  in  which  a  tribal  corporation  purchased  land  the  Bureau 
refused  to  put  the  land  in  trust  in  the  corporation's  name,  although  the  corpo- 
ration is  legal  owner  and  purchaser  of  the  land.  Tribal  corporations  must  be 
recognized  and  extended  their  rights  as  legal  entities  in  order  to  build  the 
assets  and  equity  which  will  allow  them  to  compete  as  viable  business  entities. 
Failure  to  recognize  this  authority  is  an  infringement  on  tribal  sovereignty  and 
is  in  direct  conflict  with  the  intent  of  the  Indian  Reorganization  Act. 

(6)  Federal  agency  support  and  focus  on  Indian  businesses.  Because  of  our  geo- 
graphic isolation  and  location,  the  primary  industry  for  many  tribes  in  this  area 
is  agriculture.  Alternative  and  sustainable  agricultural  practices  coupled  with 
tourism  and  other  natural  resource  development  need  to  be  initiated  for  suc- 
cessful economic  development  on  the  reservations.  In  order  to  accomplish  these 
practices,  the  Department  of  Agriculture  and  the  Department  of  Commerce 
must  provide  support  for  Indian  businesses  and  their  specific  needs  and  desires. 
Regulations  that  prohibit  Indian  businesses  from  competing  must  be  changed. 
For  example,  raising  buffalo  is  an  alternative  and  sustainable  land  use  practice 
that   has   tremendous   potential   for   tribal   economies.   Although   it   is   widely 
known  that  more  buffalo  can  be  raised  on  a  given  amount  of  land  than  cattle, 
and  this  is  practiced  by  non-Indian  buffalo  producers,  the  BIA  restricts  the 
Indian  buffalo  producer  to  the  same  stocking  rates  as  cattle.  This  thereby  re- 
duces the  Indian  operator's  capability  to  compete  with  non-Indian  buffalo  pro- 
ducers. Lease  rates  set  by  the  BIA  need  to  be  justified  according  to  local  reser- 
vation conditions,  rather  than  the  current  practice  of  regional  studies  that  in- 
clude non-Indian  lands  and  public  lands  and  fail  to  recognize  the  different  situ- 
ations on  reservation  lands. 
The  aforementioned  issues  are  a  few  of  the  pressing  problems  that  members  of 
the  ITBC  and  other  Indian  businesses  have  encountered  and/or  that  stand  in  the 
way  of  future  development.  The  importance  of  buffalo  restoration  and  the  associated 
benefits  to  our  people  cannot  be  emphasized  enough.  More  importantly,  federal  rec- 
ognition of  the  need  for  these  kind  of  projects  that  balance  both  culture  and  eco- 
nomic development,  in  a  manner  that  is  acceptable  and  appreciated  by  the  tribal 
membership,  cannot  be  overlooked.  For  too  long,  the  Federal  Government  and  the 
private  sector  have  institutionalized  a  paternal  attitude  which  does  not  allow  Indian 
people  to  develop  from  within  their  own  cultural  framework.  Simply  put,  Indian 
people  need  the  freedom  and  support  to  develop  their  own  ideas  and  their  own 
economies  in  a  manner  that  fosters  self  esteem  and  pride,  at  both  the  tribal  and 
individual  level,  and  promotes  self  determination.  There  needs  to  be  a  concerted 
effort  between  the  Federal  Government,  the  private  sector,  and  Indian  people  to  de- 
velop ways  in  which  Indian  people  can  assume  their  rightful  place  in  the  global 
economy.  . 

Today  I  have  outlined  a  few  of  the  problems  and  obstacles  facing  tribes  and 
Indian  small  businesses.  I  have  also  given  a  few  suggestions  of  how  to  solve  and 
overcome  these  problems  and  obstacles.  Although  my  testimony  only  begins  to  dis- 
cuss the  many  impediments  and  barriers  tribes  and  Indian  small  businesses  face,  I 
believe  if  these  suggestions  were  implemented  they  would  start  the  process  of  find- 
ing solutions  to  the  problems  tribes  and  Indian  small  businesses  encounter. 

Senator  Pressler.  We  will  do  that.  And  I  thank  you  very,  very 
much. 

Next  we're  going  to  hear  from  Ansel  Wooden  Knife,  who,  among 
other  things,  has  developed  a  commercial  Indian  fry  bread  product 
of  which  we  have  a  sample  here  today.  We'll  hear  from  you  now. 

STATEMENT  OF  ANSEL  WOODEN  KNIFE,  OWNER,  WOODEN  KNIFE 
FRY  BREAD  COMPANY 

Mr.  Wooden  Knife.  Hello.  I  thank  you  for  being  here. 

I  feel  very  encouraged  about  many  of  the  things  that  I  see  hap- 
pening on  the  reservation.  I  came  by  Wounded  Knee  this  morning 
and  I  saw  that  there's  some  booths  there  that  people  were  running 
to  apparently  sell  their  wares  to  the  tourists  who  come  through.  I 
was  very  encouraged  by  that.  I  think  that  has  a  very  good  outlook. 
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My  base  isn't  located  on  the  reservation,  it's  4  miles  off,  but  I 
have  gone  through  some  of  the  trials  and  tribulations  of  getting  a 
small  business  going.  And,  you  know,  it's  not  easy.  Perseverance  is 
definitely  one  of  the  things  that  you  need  to  have.  The  other  thing 
that  I  think  that  we  need  to  understand  is  that  all  small  businesses 
throughout  the  country  go  through  the  same  thing.  Some  of  us 
have  to  jump  through  hoops  that  are  a  little  tighter,  but  persever- 
ance is  important. 

We  started  out  very  small.  We  started  out  selling  our  stuff  in  a 
little  generic-looking  box,  and  I  had  a  little  old  van  that  I  ran  over 
the  country  to  try  to  get  stores  to  take  it.  I  showed  up  every  month 
and  I  gained  their  respect  and  so  they  let  me  put  my  stuff  in  their 
stores.  To  date,  we're  in  36  States.  We're  in  eight  States  solid,  and 
we're  in  six  warehouses.  That  took  a  lot  of  work,  a  lot  of  running 
and  a  lot  of  perseverance.  But  I'm  not  a  little,  feeble  person  now. 
I'm  a  person  out  there  who  can  do  this.  I  think  every  one  of  us 
have  it  in  there.  We  just  need  the  people  on  the  tribe  to  use  the 
resources  that  are  here  and,  you  know,  develop.  It's  true.  There  are 
things  that  need  to  be  changed  politically  and  within  the  tribe.  I 
understand  that  and  I  can  see  it  from  their  perspective. 

But  I  am  encouraged  by  the  Lakota  Fund.  I  think  that's  a  great 
thing.  It's  allowing  people  who  would  not  otherwise  have  a  chance 
to  do  a  little  bit  of  small  business  on  their  own.  But  all  in  all,  I'm 
very  encouraged.  I  believe  that  we  all  can  do  this.  I  believe  that  it's 
moving  forward,  and  I'm  very  encouraged. 

Basically,  that's  about  all  I  have  to  say. 

[The  prepared  statement  of  Mr.  Knife  follows:] 

Prepared  Statement  of  Ansel  Wooden  Knife 

My  name  is  Ansel  Wooden  Knife,  and  I  am  co-owner  of  the  Wooden  Knife  Compa- 
ny, a  small  manufacturing  company  located  in  the  heart  of  the  Badlands  of  South 
Dakota.  We  produce  and  market  our  fry  bread  mix  in  the  town  of  Interior. 

I  have  worked  many  jobs  in  my  life  and  held  some  positions  of  authority,  but 
nothing  I  have  done  has  been  able  to  challenge  me  the  way  owning  a  small  business 
has. 

Our  business  has  continued  to  grow  over  the  last  few  years,  and  our  product  is 
now  available  in  36  States,  and  we  have  shipped  it  to  every  continent — a  far  cry 
from  our  humble  beginnings  of  over  the  counter  sales  at  our  little  cafe  in  Interior, 
which  features  Indian  tacos  as  our  specialty. 

Our  eventual  goal  is  to  be  a  manufacturer  of  Native  American  cuisine  throughout 
the  world. 

Ansel  was  born  at  home  on  the  Rosebud,  South  Dakota,  Reservation  and  was 
raised  with  11  brothers  and  sisters  in  a  very  isolated  area.  It  was  there  that  he 
learned  to  be  inventive,  independent,  and  a  hard  worker.  Ansel  began  marketing 
his  Indian  fry  bread  mix  after  customers  at  his  Interior,  SD,  cafe  wanted  to  pur- 
chase the  tasty  product.  It  has  grown  to  a  successful  small  business;  and  in  1989, 
Ansel  was  chased  Minority  Small  business  Man  of  the  Year.  He  is  very  active  in  his 
church  and  community,  where  he  lives  with  his  wife  of  18  years,  Teresa,  and  three 
daughters. 

Senator  Pressler.  Thank  you.  You're  a  fine  example  of  a  suc- 
cessful entrepreneur. 

I  might  state  that  the  Lakota  Fund  was  written  up  in  the  Wall 
Street  Journal  this  last  Friday,  so  there's  good  recognition  there. 

Kernit  Grimshaw,  vice  president  of  Farmers  State  Bank. 
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STATEMENT  OF  KERNIT  GRIMSHAW,  VICE  PRESIDENT,  FARMERS 

STATE  BANK 

Mr.  Grimshaw.  Thank  you,  Senator  Pressler,  for  asking  me  to  be 
here,  and  I  want  to  thank  the  people  from  Pine  Ridge  for  also 
asking  me  to  be  here. 

Our  bank  is  located  on  the  Rosebud  Reservation,  and  we've  been 
here  since  1958.  We're  a  small  bank  and  we  are  a  branch  of  the 
head  office  of  Winner.  I've  been  manager  of  the  bank  for  about  the 
last  17  years.  Our  bank  has  approximately  70  to  80  percent  of  its 
loans  to  members  of  the  Rosebud  Sioux  Tribe.  And  it's  an  interest- 
ing thing  because  I  feel  in  the  banking  community  so  many  bank- 
ers tell  you  that  banks  have  problems  on  reservations.  And  in  the 
last  10  years  the  Mission  Branch  on  the  Rosebud,  from  the  three 
banks  in  our  system,  have  had  the  least  number  of  problems  with 
loans.  We've  had  the  least  number  of  FDIC-criticized  loans  classi- 
fied substandard.  This  is  a  direct  contradiction  to  what  you  hear 
from  bankers  today.  I  talk  to  bankers  all  over  South  Dakota  who 
say,  "How  do  you  do  that?"  I  just  say,  "Well,  to  me  it's  in  the  atti- 
tude of  myself  and  the  attitude  of  my  staff."  But  it's  also  in  the 
attitude  of  people  who  are  doing  business  with  us.  We  loan  them 
the  money,  but  they  pay  it  back.  And  they're  the  ones  who  make 
the  credit  history.  And  I  think  it's  really  a  plus  and  it  needs  to  be 
said,  because  there's  so  much  stereotyping  that  goes  on  as  far  as 
dealing  with  Indian  reservations.  I  feel  this  because  we  have  an  at- 
titude that  says  let's  give  people  a  chance.  Our  credit  criteria  is 
simply  if  a  person  has  the  job  and  they  can  repay  a  loan  and  they 
have  the  means  to  repay  it,  we  will  loan  them  the  money. 

We  do  not  see  it  as  an  Indian- White  thing  issue.  Forty  percent  of 
the  staff  at  the  bank  is  Native  American  members.  One  of  the 
Lakota  members  is  a  vice  president  in  the  Executive  Department. 

We're  heavily  involved  with  the  Small  Business  Administration, 
Bureau  of  Indian  Affairs,  Farmers  Home  Administration,  and  FHA 
Title  I  programs.  We  are  involved  in  all  guaranteed  loan  programs. 
Plus  we  make  a  lot  of  the  loans  that  are  uninsured,  conventional 
loans.  We  usually  use  the  assistance  of  the  Native  American  Eco- 
nomic Development  Program.  Pat  Andrzejek  is  of  great  assistance 
to  us  on  the  reservation.  I  know  Pat  is  seeking  funding  for  the  pro- 
gram that's  up  right  now  in  Washington,  DC.  When  people  come 
into  the  bank  and  want  to  borrow  money  or  look  into  starting  a 
business,  we  refer  them  to  Pat.  Pat  will  go  through  and  help  them 
set  up  cash  flows  and  pro  forma  financial  statements.  He'll  help 
them  fill  out  the  Small  Business  Administration  or  BIA  application 
if  that's  the  way  we  plan  to  go.  If  there's  a  grant  involved  in  the 
program,  he'll  help  them  with  the  grant  application.  And  a  lot  of 
times  he  comes  in  and  actually  sits  in  on  the  interviews.  I'm  en- 
dorsing his  program.  I  hope  that  you  can  help  get  it  funded,  be- 
cause it's  a  real  plus. 

A  lot  of  the  programs  that  we've  worked  on  jointly  have  been  ap- 
proved loans,  and  they're  viable  today.  I  was  looking  just  at  SBA 
and  the  BIA  figures  a  while  back,  and  we  have  financed  29  busi- 
nesses on  the  reservation  and  14  of  those  were  successes.  Fifteen 
went  out  of  business.  But  on  the  national  average,  1  in  5  new  busi- 
nesses succeed.  So  that's  something  that  a  lot  of  people  don't  real- 
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ize.  We're  actually  ahead  of  the  national  average  with  the  business 
that  we've  been  involved  in. 

We're  involved  with  micro-businesses.  We're  involved  in  a  part- 
nership with  Sinte  Gleska  University  and  the  Rosebud  Sioux  Tribe 
in  developing  the  Sicangu  Enterprise  Center,  of  which  Elsie  spoke 
about.  The  Lakota  Fund  is  similar  to  our  program.  At  present  we 
have  36  micro-businesses  and  our  bank  has  provided  the  funding. 
In  the  first  2  years  of  existence,  the  Enterprise  Center,  had  no  de- 
linquencies or  no  defaults.  In  the  third  year,  we  finally  ran  into  a 
problem  with  one  of  the  peer  groups.  But  there  are  now  36  small 
micro-businesses.  These  are  people  who  would  hardly  ever  come  to 
the  bank  to  borrow  money.  They  would  be  people  that  I  wouldn't 
even  know  about.  But  they  have  got  businesses  started.  They  are 
quill  workers,  headers,  quilt  makers  and  some  are  caterers.  They 
are  mechanics,  woodcutters,  et  cetera.  It  has  been  an  outstanding 
program. 

I  don't  know  if  you're  aware  of  the  Oyate  Trails  Project.  We  are 
planning  on  turning  Highway  18  and  50  into  a  cultural  tourism 
highway  from  Vermillion  to  Hot  Springs.  We  received  a  grant  from 
the  National  Endowment  for  the  Arts  and  the  Department  of 
Transportation  of  South  Dakota  to  do  a  feasibility  study  to  turn 
these  highways  into  an  alternative  route  to  the  Black  Hills. 
They're  just  starting  on  a  feasibility  study.  The  primary  interest  on 
this  route  is  the  Rosebud  and  Pine  Ridge  Reservation.  People  want 
to  come  to  the  reservation  and  the  tourism  studies  that  have  been 
done  prove  that.  So  it's  going  to  give  us  a  real  opportunity  for  de- 
velopment. 

What  we  need  your  assistance  with,  in  getting  back  to  the  Si- 
cangu Enterprise  Center  and  Elsie  and  Cheryl  touched  on  is  that  so 
many  people  on  welfare  can't  become  microenterprise  people  be- 
cause they'll  lose  their  welfare  benefits.  We  need  to  develop  an  ex- 
emption for  people  who  are  trying  to  develop  a  microenterprise. 
They  need  to  be  able  to  make  an  income  and  not  lose  their  bene- 
fits. There  needs  to  be  a  dollar  exemption  they  can  make  and  not 
lose  their  benefits.  If  you  don't,  the  people  on  welfare  are  not  going 
to  be  able  to  get  off.  It  would  be  risky  to  start  a  business.  If  you 
could  give  us  any  assistance  with  this  it  would  help  greatly. 

One  of  the  things  that  the  tribes  themselves  need  to  do  is  develop 
an  active  Uniform  Commercial  Code  on  each  reservation,  so  busi- 
nesses coming  in  to  develop  know  what  the  game  plan  is  and  what 
the  rules  of  the  game  are.  If  they  have  a  problem,  how  do  they 
solve  it.  If  they  need  arbitration  or  if  they  need  anything  that  a 
Uniform  Commercial  Code  can  solve  or  how  to  record  deeds,  etc.,  a 
code  would  take  care  of  it.  I  know  the  Rosebud  has  implemented 
part  of  a  code,  but  it  needs  to  be  developed  more.  When  businesses 
come  in,  they're  afraid  of  politics.  They  come  in  and  they  don't 
want  to  get  caught  in  the  political  game.  So  a  Uniform  Commercial 
Code  would  be  a  big  help. 

Senator  Pressler.  The  tribes  would  have  to  decide  that,  wouldn't 
they? 

Mr.  Grimshaw.  Yes,  they  would.  But  I'm  just  mentioning  this 
here  because  it  is  something  that  comes  from  the  other  side  of  the 
fence.  Tribes  want  companies  to  come  to  the  reservation.  It  would 
explain  how  you  know  who  or  what  you're  dealing  with. 
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Also,  one  of  the  other  problems  that  I  see  on  reservations — and 
this  is  not  economic  development,  but  it's  related  in  a  way.  FHA 
Title  I  home  improvement  loans  are  available  for  people  with 
Indian  land,  people  with  land  that  has  trust  deed  status.  Other 
Lakota  people  lease  land  on  those  tribe  enterprises  is  tribal-owned 
land  and  they  have  a  home  site  assignment.  If  they  want  to  do 
home  improvement,  they  can't  because  they  don't  qualify  for  the 
FHA  Title  I  Home  Improvement  Program  because  they're  not  the 
landowner,  and  the  tribe  will  not  allow  you  to  take  a  mortgage  on 
their  real  estate.  There  needs  to  be  some  way  to  go  around  this, 
such  as  an  assignment  of  lease  hold  improvements  or  whatever. 
Many  people  want  to  do  home  improvement.  Where  they  own  a 
home  that's  on  tribal  land,  they  can't  do  anything  because  they 
don't  have  title  to  the  real  estate.  The  current  regulations,  that  are 
in  the  FHA  Title  I  program,  restrict  loans  to  landowners  only. 

In  closing,  I  feel  things  on  the  reservation  are  improving.  I've 
lived  on  the  reservation  all  my  life  and  I  see  things  that  are  a  lot 
better.  I  see  more  people  purchasing  their  own  homes  and  more 
people  starting  businesses.  I  think  one  of  the  keys  is  the  university 
on  the  reservation.  We  have  more  people  becoming  educated  and 
they're  staying  on  the  reservation.  They're  not  getting  educated 
and  moving  away.  They're  staying  at  home.  So  I  feel  one  of  the  big 
keys  is  the  education  process.  I  endorse  what  Sinte  Gleska  is  doing 
and  I  know  that  through  their  evolving  years,  they  are  starting  to 
see  the  results. 

[The  prepared  statement  of  Mr.  Grimshaw  follows:] 

Prepared  Statement  of  Kernit  Grimshaw 

Long-term  economic  development  on  the  Rosebud  Indian  Reservation  has  been  a 
foremost  concern  of  the  Farmers  State  Bank  for  many  years.  This  is  due  primarily 
to  the  chronic  unemployment  and  severe  social  and  economic  problems  associated 
with  being  located  in  the  heart  of  one  of  the  10  poorest  counties  in  the  Nation. 

Our  staff  is  approximately  40  percent  Lakota  with  their  positions  ranging  from 
vice  president  in  the  executive  branch  to  teller  at  the  entry  level.  For  example, 
Freda  Heinert,  a  Lakota  woman,  is  a  vice  president  and  has  been  employed  here  for 
over  15  years.  She  makes  loans  throughout  all  levels  of  the  bank,  including  agricul- 
tural and  commercial.  Our  bank  makes,  at  present,  approximately  70  percent  of  its 
loans  to  Lakota  and  other  minority  members.  We  loan  primarily  in  the  agricultural 
sector  but  have  extensive  loans  in  real  estate,  commercial  and  consumer  areas.  We 
work  with  the  Small  Business  Administration,  Bureau  of  Indian  Affairs  Guaranteed 
Loan  Program,  Farmers  Home  Administration,  FHA  Title  One  Home  Improvement 
Program,  Native  American  Economic  Development  Project  and  also  make  many 
conventional  uninsured  loans. 

We  are,  in  partnership  with  Sinte  Gleska  University  and  the  Rosebud  Sioux 
Tribe,  involved  in  the  Sicangu  Enterprise  Center  that  makes  loans  to  micro-enter- 
prise businesses  on  the  Rosebud.  Targeted  are  minorities;  primarily  minority 
women.  The  Sicangu  Enterprise  Center  has  been  in  existence  for  over  3  years  and 
has  been  very  successful.  During  the  first  2  years  there  was  a  .00  percent  default 
rate  and  the  program  had  over  $30,000  lent  to  micro-businesses.  In  the  third  year 
we  had  one  peer  group  default  and  they  are,  at  present,  trying  to  work  out  a  repay- 
ment plan. 

We  are  extensively  involved  in  the  Oyate  Trails  Project  that  is  currently  working 
on  establishing  Highways  18/50,  from  Vermillion  to  Hot  Springs,  as  a  cultural  tour- 
ism highway.  Freda  Heinert  and  myself  are  a  part  of  the  steering  committee  that  is 
developing  this  plan.  As  the  Rosebud  and  Pine  Ridge  Reservations  are  both  located 
on  this  route,  we  can  hopefully,  develop  an  economic  plan  that  will  help  create  an 
infrastructure  of  tourism-related  businesses  while  maintaining  an  honorable  posi- 
tion as  to  cultural  sensitivity.  During  a  tourism  meeting  there  was  concern  that  we 
may  over-develop  the  tourism,  as  happened  in  North  Carolina,  and  totally  lose  sight 
of  Lakota  beliefs  and  people.  If  we  keep  everyone  involved  in  the  development  I  feel 
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that  we  can  avoid  this  type  of  situation.  We  will  be  meeting  with  the  firm  that  will 
be  doing  the  feasibility  study,  in  Rosebud,  on  September  29,  1993,  at  12:30  p.m. 

So,  although  located  on  a  reservation,  with  the  majority  of  loans  going  to  minori- 
ties, our  bank  has  been  very  successful.  The  bottom  line  is  that  this  is  accomplished 
because  of  the  cooperative  attitudes  of  our  staff  and  of  the  people  borrowing  the 
money.  We  look  at  every  loan  application  based  on  three  objectives:  a  person's  pay- 
ment history,  source  of  repayment  and  collateral  that  is  offered.  We  want  to  make 
the  loan  and  we  do  not  see  it  as  an  Indian/White  issue.  Most  reservation  residents 
want  what  everyone  else  wants:  to  purchase  consumer  goods,  start  a  business  or 
ranching  operation  and,  in  general,  seek  a  better  quality  of  life.  They  just  need  the 
chance  to  prove  themselves  and  our  goal  is  to  provide  that  chance. 

This  background  information  is  important  so  that  you  understand  the  Farmers 
State  Bank's  involvement  and  position  in  economic  development  on  the  Rosebud 
Reservation  and  hopefully  the  Pine  Ridge  Reservation  in  the  future. 

I  feel  that  you  can  help  all  reservation  economics  in  the  following  ways: 

1.  Develop  a  program  that  will  help  banks,  located  on  or  near  Indian  reserva- 
tions, provide  a  guaranteed  loan  program  similar  to  that  of  the  Sicangu  Enter- 
prise Center.  By  doing  this,  banks  will  be  able  to  provide  a  loan  program  to  the 
under-served,  low-income  population  that  every  community  has.  Also,  there  is  a 
great  need  to  establish  an  exemption  for  welfare  recipients.  When  low-income 
people  become  involved  in  a  micro-business  and  start  to  derive  an  income,  it  af- 
fects their  welfare  benefits.  There  needs  to  be  an  exemption  of  up  to  $10,000,  for, 
example,  before  their  benefits  would  be  adversely  effected.  If  this  does  not 
change,  low  income  people  will  have  no  incentive  to  try  to  remove  themselves 
from  the  welfare  roles. 

2.  A  change  is  needed  in  the  law  that  will  allow  reservation  people,  who  have 
a  home-site  lease,  to  be  eligible  for  the  FHA  Title  I  Home  Improvement  Loan 
Program.  Because  so  many  Lakota  people  have  their  homes  on  tribal  land,  that 
is  not  able  to  be  mortgaged,  they  are  not  eligible  for  home  improvement  loans. 
Therefore,  they  do  not  have  access  to  the  same  home  improvement  funds  that 
other  people  have. 

3.  The  tribes  need  to  develop  their  own  Uniform  Commercial  Code  and  imple- 
ment it.  Then  potential  outside  investors,  will  have  a  vehicle  in  which  to  know 
the  rules  of  the  game.  One  of  the  biggest  problems  facing  companies  who  want 
to  come  on  the  reservation  is  that  they  have  limited  remedies  to  problems  that 
a  Uniform  Commercial  code  would  answer. 

4.  Develop  markets  for  the  arts  and  craft  industry  that  is  slowly  developing 
on  the  reservations.  The  reason  this  is  slowly  progressing  is  that  productivity  is 
very  unreliable.  We  will  need  more  training  on  marketing,  taxes,  accounting, 
legal,  insurance,  etc. 

One  other  issue  that  I  want  to  mention  is  that  of  trust  land  and  obtaining  mort- 
gages. Right  now  a  bank  can  obtain  a  mortgage  on  trust  real  estate  simply  by  gain- 
ing approval  from  the  Bureau  of  Indian  Affairs  and  then  recording  the  proper  docu- 
mentation at  the  county  level.  The  problem  in  this,  is  that  in  the  event  of  a  foreclo- 
sure, the  trust  land  will  be  converted  to  fee  simple  and  it  will  lose  it's  trust  status 
unless  it  is  repurchased  by  a  tribal  member  or  the  tribe  itself.  The  downside  of  this 
is  that  if  a  large  portion  of  the  trust  lands  are  mortgaged  and  if  foreclosures  follow 
then  the  reservation  would  certainly  be  diminished.  I,  personally,  do  not  know  how 
to  open  the  real  estate  for  mortgages  and  still  protect  the  trust  status.  As  businesses 
develop  on  reservations,  more  and  more  trust  land  could  end  up  being  mortgaged, 
thereby  creating  the  danger  of  the  situation  I  have  just  described. 

With  the  establishment  of  the  Rosebud  Casino  we  will  have  a  first  hand  look  at 
the  creation  of  120  new  jobs.  I  would  hope  that  someone  will  track  these  jobs,  on  an 
annual  basis,  and  see  how  many  are  filled  by  members  of  the  tribe. 

The  Rosebud  Casino  is  an  example  of  one  project  providing  many  jobs  in  a  single 
development.  On  the  other  end  of  the  scale,  we  have  micro-enterprise  created  jobs 
on  a  limited-dollar  scale.  Perhaps  with  the  creation  of  the  casino,  along  with  the 
Oyate  Trails  tourism  project  we  will  see  the  micro-enterprises  develop  many  of  the 
infrastructure  businesses  that  will  create  many  long  term  jobs. 

In  summary,  I  feel  that  economics  on  the  Rosebud  have  been  improving  steadily. 
One  of  the  main  reasons  for  the  improvement  is  Sinte  Gleska  University.  More  and 
more  tribal  members  are  getting  better  educations  and  then  remaining  on  the  reser- 
vations. They  are  learning  to  cope  with  a  very  competitive  outside  world  while  still 
maintaining  their  own  cultural  identity. 

Thank  you. 


60 

Senator  Pressler.  Well,  you  have  a  unique  view  from  your  perch 
there  at  the  bank,  and  we  thank  you  very  much. 

Next,  Howard  Valandra,  chief  executive  officer,  FIRST  Computer 
Concepts,  Incorporated,  Rosebud.  We  look  forward  to  hearing  from 
you,  Howard. 

STATEMENT  OF  HOWARD  VALANDRA,  CHIEF  EXECUTIVE 
OFFICER,  FIRST  COMPUTER  CONCEPTS,  INC. 

Mr.  Howard  Valandra.  Good  morning.  My  name  is  Howard  Va- 
landra. I  am  the  principal  owner  and  chief  executive  officer  of 
FIRST  Computer  Concepts,  which  has  its  home  office  in  Rosebud, 
SD.  I  am  here  with  my  brother,  Ron  Valandra,  owner  of  Rosebud 
Mini  Mart,  and  our  sister,  Patsy  Valandra,  owner  of  Valandra's  II 
and  St.  Francis  Energy  Company.  We  are  reservation-based  Indian 
business  owners.  This  simply  means  that  we  are  100  percent  Indian 
owned  and  operated.  The  base  of  our  operation  is  the  Rosebud 
Indian  Reservation. 

We  are  grateful  for  your  efforts,  Senator  Pressler,  in  bringing 
this  hearing  of  the  Senate  Small  Business  Committee  on  small 
business  development  in  Indian  country  to  the  heart  of  Indian 
country,  the  Oglala  nation. 

Our  economic  problems  are  here  on  the  reservation.  The  solu- 
tions lie  with  tribal  councils,  state  legislatures,  Congress,  and 
Indian  business  owners.  The  implementation  of  the  solutions  can 
be  found  with  program  directors  of  tribal  government  and  their  en- 
tities, the  department  heads  of  state  government,  and  the  secretar- 
ies of  federal  departments  and  agencies.  Over  the  years,  reserva- 
tion-based Indian  business  owners  continue  to  live  with  growing 
economic  problems  while  watching  solutions  drift  further  and  fur- 
ther away. 

Today  could  be  a  new  beginning,  or  it  could  be  merely  a  repeat 
because  the  people  charged  with  finding  solutions  to  the  endemic 
problems,  mentioned  above  by  position,  are  listening  to  what  they 
want  to  hear  and  not  to  what  the  Indian  business  owner  is  saying. 

It  is  important  to  repeat  that  we  are  Indian  businesspeople  con- 
ducting commerce  in  the  private  sector  of  the  Rosebud  Indian  Res- 
ervation in  south  central  South  Dakota.  All  decisions  and  responsi- 
bilities for  our  businesses  rest  with  each  of  us.  There  are  no  non- 
Indians  lurking  in  the  background  pulling  our  management  or  fi- 
nancial strings.  These  businesses  are  our  livelihood  and  not  a  sec- 
ondary source  of  income  or  a  hobby.  Our  businesses  are  diverse  in 
operation.  We  represent  high  technology,  energy,  and  food. 

Collectively,  my  brother,  sister,  and  I  embody  48  years  of  busi- 
ness ownership  on  the  Rosebud  Reservation.  That  means  hands-on 
experience.  But  more  importantly,  we  represent  97  years  of  retail 
experience  on  the  reservation,  since  our  parents  entered  the  pri- 
vate sector  when  they  started  their  businesses  in  1945. 

We  have  survived  many  turnovers  of  tribal  administrations,  as 
well  as  county,  city,  and  Federal  administrations.  We  have  seen, 
many  types  of  politicians  come  into  various  offices.  Each  of  us  has 
personally  experienced  a  helping  hand  of  the  five  different  levels  of 
government  under  which  we  live  and  operate  daily.  More  often 
than  not,  we  have  felt  the  economic  blows  mindlessly  dealt  out  by 
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these  governments  towards  Indian-owned  businesses  in  Indian 
country.  If  there  was  a  shelter  for  abused  businesses,  we  would  be 
candidates  for  shut-in  care  since  it  is  unclear  from  whom,  where, 
when,  why,  and  how  these  abuses  will  come  in  the  future.  The 
theme  of  dysfunctional  labeling  members  of  society  should  be  ex- 
tended to  these  governments  who  govern  our  business  activities. 
They  truly  need  help. 

The  Federal  Government:  The  role  of  the  Federal  Government 
should  be  a  noble  one.  We  recognize  that  trying  to  maintain  the 
treaty  obligations  undertaken  by  the  United  States  with  aboriginal 
nations  can  be  trying,  especially  when  a  decision  matrix  gets  fur- 
ther and  further  away  from  the  reservation  and  closer  to  the  belt- 
way  in  Washington.  Our  experience  with  the  Federal  Government 
and  its  executive  branches  has  generally  occurred  when  Congress 
has  attempted  to  reach  down  a  helping  hand  to  Indian  country 
business  owners.  We've  discerned  that  it  must  go  through  many 
layers  of  administration. 

The  hand  starts  with  fat,  muscle,  and  life-giving  blood,  but  by 
the  time  it  passes  through  the  many  administrative  layers  of  the, 
executive  branch,  the  Indian  businessperson  sees  only  a  lifeless 
skeleton  too  frail  to  help.  If  anything,  the  hand  we  get  seeks  a 
handout  rather  than  a  hand-up. 

Each  new  administration  in  the  White  House  means  that  Indian 
country  will  get  a  new  direction  for  the  various  departments  and 
agencies  receiving  and  guiding  the  helping  hand  of  Congress  on 
behalf  of  Indian  people.  Unfortunately,  while  Congress  and  admin- 
istrations change,  the  Indian  business  owner  must  still  confront 
career  government  employees  operating  just  under  the  top  layer  of 
leadership  put  in  place  by  the  new  administration. 

This  is  especially  true  of  the  Bureau  of  Indian  Affairs  of  the  De- 
partment of  the  Interior.  FIRST  Computer  Concepts  has  seen  the 
Contracting  Office  of  the  Bureau  of  Indian  Affairs  central  office 
bring  President  Bush  and  his  appointed  staffers  to  their  collective 
knees  while  trying  to  assist  FIRST  Computer  Concepts  in  correct- 
ing inefficiencies  of  the  office.  While  President  Bush  lost  his  grip 
on  his  team  and  ultimately  the  White  House,  the  South  Dakota 
Senators,  yourself,  Senator  Daschle,  and  Representative  Johnson 
suggested  to  me  that  we  seek  business  with  other  federal  depart- 
ments and  agencies  since  you  couldn't  work  through  the  career 
government  employee  barrier  of  the  BIA  Contracting  Office  and 
bring  a  solution  to  the  surface.  This  left  me  wondering  whether  the 
BIA  Contracting  Office  in  Washington  single-handedly  has  more  in- 
fluence and  power  to  spur  economic  development  or  economic  dis- 
aster in  Indian  country  than  the  White  House  and  Congress. 

Candidly,  FCCI  ventured  onto  the  wrong  side  of  this  contracting 
office  by  asking  if  the  Prompt  Payment  Act  applied  to  the  BIA.  At 
this  time,  it  is  still  unclear  if  the  BIA  must  follow  this  particular 
law  or  not.  FCCI's  experience  to  date  indicates  it  doesn't.  Addition- 
ally, while  waiting  for  an  answer,  I  fear  FCCI  might  not  survive 
the  trip,  since  the  BIA  Contracting  Office  senior  personnel  has 
placed  FCCI  on  the  BIA  hit  list  for  raising  too  many  questions  with 
Congress. 

On  the  other  hand,  FIRST  Computer  Concepts  has  found  that 
advice  from  you,  Senator  Pressler,  your  fellow  Senator  Daschle  and 
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Representative  Johnson  to  be  well-taken.  Other  federal  depart- 
ments and  agencies  have  taken  seriously  the  intent  of  Congress 
and  the  wishes  of  the  administration  to  develop  minority  and 
Indian-owned  businesses.  This  has  been  particularly  true  in  their 
willingness  to  help  an  Indian-owned  firm  operating  in  one  of  the 
bottom  six  counties  in  terms  of  per  capita  income  and  employment 
in  the  United  States.  This  is  refreshing.  It  is  refreshing  to  do  busi- 
ness like  that. 

Contracting  officials  from  USGS,  from  the  Bureau  of  Reclama- 
tion, from  the  National  Park  Service  have  worked  hand  in  hand 
with  FIRST  Computer  Concepts  in  offering  real  opportunities  and 
working  through  all  the  contractual  hurdles  with  the  final  result  of 
commerce  in  Indian  country.  They  have  not  personalized  the  busi- 
ness transaction.  They  do  not  fear  economic  self-sufficiency  of 
Indian  businesses  or  Indian  country.  They  just  perform  the  jobs  as 
directed  by  the  Congress  and  White  House. 

It  would  be  refreshing  to  be  able  to  work  with  the  Bureau  of 
Indian  Affairs  and  Indian  Health  Service  for  the  betterment  of  the 
reservation.  But,  after  doing  business  with  these  agencies  over  the 
past  12Vfe  years,  the  future  does  not  look  good  unless  attitudes  and 
behaviors  are  changed  and  true  enforcement  of  applicable  federal 
laws  become  a  reality.  Indian  businesses  can  only  respond  to  the 
enactment  of  laws  and  regulations.  We  cannot  create  nor  redefine 
those  laws  and  regulations  for  economic  development. 

State  governments:  The  State  of  South  Dakota  has  not  developed 
its  minority  or  Indian-owned  business  set  aside  laws  fully.  The 
state  is  busy  trying  to  figure  out  who  is  in  charge  of  the  laws  gov- 
erning Indian  country.  It  seems  the  Governor  must  establish  the 
correct  course  for  departments  and  agencies  of  the  state  to  follow. 
In  the  past,  the  Governor  was  more  interested  in  developing  emo- 
tional bonds  with  tribal  governments  through  his  reconciliation  ef- 
forts. The  movement  towards  state  and  tribal  reconciliation  is  an 
important  emotional  political  building  block.  But  this  steers  the 
parties  away  from  passing  laws  from  both  sides  which  could  en- 
hance the  development  of  economic  independence  for  reservation- 
based,  Indian-owned  businesses. 

The  key  to  self-sufficiency  is  commerce,  not  reconciliation.  A  gov- 
ernment, tribal  or  state,  can  tax  commerce  and  the  wealth  created 
by  commerce  for  its  operational  needs.  But  a  government  cannot 
gain  revenue  from  taxing  reconciliation  efforts.  An  example  of  the 
contrast  between  the  reconciliation  bond  building  and  legislative 
enactment  of  empowering  laws  for  Indian-owned  businesses  is 
when  the  State  of  South  Dakota  withheld  construction  funds  on  the 
Rosebud  Indian  Reservation.  The  state  wanted  more  control  of  the 
laws  governing  our  highways  through  the  reservation.  This  politi- 
cal battle  over  jurisdiction  did  not  give  consideration  to  Indian  citi- 
zens nor  Indian  business  owners.  We  all  suffered.  The  economic 
embargo  resulting  from  the  political  battle  hurt  not  only  our  com- 
munities but  also  our  businesses. 

However,  the  five  governments  with  whom  we  live  under  did  not 
rush  to  our  assistance.  The  reservation-based,  Indian-owned  busi- 
ness just  became  lost.  Those  who  could  not  wait  out  the  political 
battle  added  to  the  number  of  business  failures.  No  one  contributed 
the  failures  to  the  political  economic  embargo  imposed  by  the  State 
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of  South  Dakota.  There  just  wasn't  any  thought  or  consideration 
given  to  a  reservation's  private  sector  when  the  state  and  tribal  po- 
litical elements  differ  in  Indian  country. 

The  State  of  South  Dakota  needs  to  catch  up  with  other  states  in 
dealing  with  the  commercial  needs  of  minority  and  Indian-owned 
businesses.  Laws  need  to  be  enacted  by  the  state  to  allow  parity  for 
reservation-based,  Indian-owned  businesses.  There  needs  to  be 
target  percentages  for  the  various  departments  within  the  state 
government  to  enable  the  department  heads  and  agencies  to  seek 
out  and  do  business  with  Indian-owned  businesses. 

In  addition,  the  Federal  Government  needs  to  monitor  more 
closely  how  federal  funds  are  spent  when  passed  through  the  state 
coffers,  A  good  example  is  the  State  of  South  Dakota's  inability  to 
hit  the  highway  construction  minority  set  aside  targets  mandated 
by  the  Federal  Transportation  Funding  Authorities.  In  this  in- 
stance, it  seems  the  state  did  not  take  seriously  the  directives  of 
the  Federal  Government. 

The  State  of  South  Dakota  apparently  will  continue  to  test  the 
legitimacy  of  tribal  governments.  And  tribal  governments  will 
rightfully  continue  to  resist  the  state's  efforts.  These  are  known 
facts  of  life  on  a  reservation.  What  needs  to  be  pushed  forward  on 
the  state  level  is  putting  in  place  laws,  regulations,  and  rules  that 
acknowledge  Indians  and  Indian-owned  businesses.  The  next  step 
would  be  to  allow  Indian  businesses  to  gain  parity  or  to  take  steps 
towards  parity  in  doing  business  with  the  state.  Entrapment  or 
empowerment  follow  in  the  same  path.  It's  the  outcome  that  makes 
a  difference. 

Tribal  governments:  Economic  development  is  ultimately  in  the 
hands  of  tribal  governments,  barring  all  the  talk  about  federal, 
state,  county,  and  city  government  and  what  they  need  to  jump 
start  economic  development  in  Indian  country.  The  solution  rests 
mainly  in  what  tribal  governments  can  and  will  do. 

Tribal  governments  must  take  the  lead  in  developing  commerce 
in  Indian  country.  The  first  step  that  must  be  taken  by  tribal  lead- 
ers is  to  adjust  their  attitude  toward  private  sector  which  operate 
on  reservations  or  in  Indian  country.  All  efforts  must  be  put  forth 
to  insure  that  appropriate  commercial  laws  are  passed,  then  en- 
forced, which  would  result  in  fostering  reservation  development  of 
the  private  sector. 

Too  much  reliance  on  federal  or  state  dollars  placed  tribal  gov- 
ernments in  the  position  of  begging  each  year  for  support  funds  or 
transfer  payments.  On  the  other  hand,  the  taxation  of  commerce 
and  the  wealth  it  generates  could  move  tribal  governments  toward 
self-sufficiency. 

Tribal  governments  can  get  into  business  because  tribal  govern- 
ments have  a  somewhat  different  function  than  those  performed  by 
other  levels  of  government  representing  Indian  people.  However, 
those  political  elements  of  tribal  governments  created  by  the  Fed- 
eral Government  called  tribal  councils,  with  their  tribal  adminis- 
trations, must  break  loose  from  the  controlling  hand  of  the  career 
federal  employee  who  looks  out  for  their  own  best  interests. 

If  the  tribal  governments  would  enact  commercial  laws  and  en- 
force these  laws  which  benefit  reservation-based  Indian  businesses 
over  non-reservation  and  non-Indian  owned  businesses,  a  surge  of 
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reservation-based  businesses  would  come  about.  The  laws  of  supply 
and  demand  can  work  and  does  work  in  Indian  country. 

The  SBA  8(a)  Program  is  a  good  example  of  how  the  Federal 
Government  has  created  commerce.  A  federal  agency  finds  the  pro- 
curement laws  easier  to  work  through  in  doing  business  through 
an  SBA  8(a)  firm  than  going  through  the  federal  market.  Thus,  fed- 
eral agencies  seek  out  businesses  such  as  FIRST  Computer  Con- 
cepts to  do  business  with.  They  have  the  demand  and  FIRST  Com- 
puter Concepts  has  the  supply. 

Tribal  governments  should  establish  tribal  set  aside  programs  al- 
lowing Indian  business  owners  to  become  certified  to  do  business 
with  them.  This  is  similar  to  the  TERO  laws  and  the  license  re- 
quirements enacted  by  tribal  governments.  But,  unlike  these 
present  laws,  there  would  be  enforcement  through  targets  set  by 
tribal  councils,  which  would  enable  tribal  programs  and  their  enti- 
ties to  do  business  with  these  certified  businesses.  This  means 
changing  the  federal  and  state  laws  governing  fund  dispersements 
to  tribal  governments  and  their  entities  to  allow  for  enactment  and 
enforcement. 

On  the  private  sector,  as  was  stated  earlier,  money  is  always  a 
concern.  Over  the  years,  money  doesn't  come  easier.  It  just  comes 
greater.  We  need  easier  access  to  funds  at  a  lower  rate  and  a 
longer  payback  period.  Those  are  the  key  elements  to  our  success. 

Location:  Many  times  I've  been  told  I  should  locate  elsewhere, 
and  I  think  that  is  a  disservice  to  myself  and  the  reservation  where 
I  grew  up  and  lived.  I  think  our  location  is  ultimate  in  providing 
private  sector  development. 

Opportunities:  We  don't  want  customers  to  hand  over.  We  just 
want  the  opportunity  to  do  the  work.  And  that's  what  I've  been 
professing  for  the  last  12  V2  years.  For  instance,  the  National  Per- 
formance Review  to  be  presented  by  Vice  President  Gore  next 
week  is  going  to  be  a  first  step  in  opportunities.  As  he  and  Presi- 
dent Clinton  are  talking  about  revamping  the  government,  I  feel 
that  this  National  Performance  Review  must  be  extended  to  those 
agencies  responsible  for  Indian  country. 

In  closing,  my  brother,  sister,  and  myself  would  like  to  again  ex- 
press our  appreciation  to  the  Senate  Small  Business  Committee 
and  you,  Senator  Pressler,  for  coming  to  the  Oglala  nation.  We 
would  like  to  thank  the  Oglala  Sioux  Tribe  for  hosting  this  hearing 
and  allowing  us  Sicangus  to  come  and  share  our  experiences  and 
thoughts. 

Thank  you. 

[The  prepared  statement  of  Mr.  Valandra  follows:] 

Prepared  Statement  of  Howard  Valandra 
introduction 

Good  morning,  my  name  is  Howard  D.  Valandra.  I  am  the  principal  owner  and 
chief  executive  officer  of  FIRST  Computer  Concepts,  Inc.  which  has  its  home  office 
located  in  Rosebud,  SD.  With  me  are  my  brother,  Ronald  D.  Valandra,  owner  of 
Rosebud  Mini  Mart  and  our  sister,  Patsy  A.  Valandra,  owner  of  Valandra's  II  and 
St.  Francis  Energy  Company.  We  are  reservation-based  Indian  business  owners — 
this  simply  means  that  we  are  IOO  percent  Indian  owned  and  operated.  The  base  of 
all  our  operations  is  the  Rosebud  Indian  Reservation. 

We  are  grateful  that  the  Senate  Small  Business  Committee  and  particularly  for 
Senator  Pressler's  efforts  to  bring  this  hearing  on  Small  Business  Development  in 
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Indian  Country  to  the  heart  of  Indian  country,  the  Oglala  Nation.  Senator  Pressler, 
Senator  Daschle  and  Representative  Johnson  have  worked  in  the  best  interest  of 
Indian  businesses  including  our  companies  over  the  years.  They  have  worked  indi- 
vidually and  together  on  several  aspects  which  helped  our  individual  businesses,  for 
this  we  are  thankful. 

Our  economic  problems  are  here  on  the  reservation,  the  solutions  rest  with  tribal 
councils,  State  legislatures  and  Congress  and  Indian  business  owners.  The  imple- 
mentation of  the  solutions  can  be  found  with  the  program  directors  of  tribal  govern- 
ments and  their  entities,  the  Department  Heads  of  State  Government  and  Secretar- 
ies and  Secretaries  of  the  Federal  Departments  and  their  Agencies.  Oyer  the  years, 
reservation-based  Indian  business  owners  continue  to  live  with  growing  economic 
problems  while  watching  solutions  drift  further  and  further  away. 

Today  could  be  a  new  beginning!  Or  it  could  merely  be  a  repeat  because  the 
people  charge  with  finding  solutions  to  the  endemic  problems,  mentioned  above  by 
position,  are  listening  to  what  they  what  to  hear  and  not  to  what  the  Indian  busi- 
ness owner  is  saying. 

It  is  important  to  repeat  we  are  Indian  business  people  conducting  commerce  in 
the  private  sector  of  the  Rosebud  Indian  Reservation  in  south  central  South  Dakota. 
All  decisions  and  responsibilities  for  our  businesses  rest  with  each  of  us;  there  are 
no  non-Indians  lurking  in  the  background  pulling  our  management  or  financial 
strings.  These  businesses  are  our  livelihood  and  not  a  secondary  source  of  income  or 
a  hobby.  Our  businesses  are  diverse  in  operations — we  represent  high  technology, 
energy  and  food.  — 

Collectively,  we  embody  48  years  of  business  ownership  .  .  .  that  means  hands  on 
experience.  But  more  importantly,  we  represent  97  years  of  retail  experience  on  the 
Rosebud  Indian  Reservation,  since  our  parents  entered  the  private  sector  when  they 
started  their  businesses  in  1945. 

We  have  survived  many  turnovers  of  tribal  administrations,  as  well  as  State, 
county,  city  and  Federal  administrations.  We  have  seen  many  types  of  politicians 
come  into  the  various  offices.  Each  of  us  has  personally  experienced  the  helping 
hand  of  the  five  (5)  different  levels  of  governments  under  which  we  live  and  operate 
daily.  More  often  than  not,  we  have  felt  the  economic  blows  mindlessly  dealt  out  by 
these  governments  toward  Indian  owned  businesses  in  Indian  country.  If  there  was 
a  shelter  for  abused  businesses,  we  would  be  candidates  for  shut  in  care  since  it  is 
unclear  from  whom,  when,  where,  why  or  how  these  abuses  will  come  in  the  future. 
The  theme  of  dysfunctional  labelling  members  of  society  should  be  extended  to 
these  governments  who  govern  our  business  activities;  they  truly  need  help. 

FEDERAL  GOVERNMENT 

The  role  of  the  Federal  Government  should  be  a  noble  one.  We  recognized  that 
while  trying  to  maintain  the  Treaty  Obligation  undertaken  by  United  States  with 
Aboriginal  Nations  can  be  trying.  Especially  when  the  decision  matrix  gets  further 
away  from  the  reservation  and  closer  to  the  Beltway  in  Washington.  Our  experience 
with  the  Federal  Government  and  its  executive  branch  has  generally  occurred  when 
Congress  has  attempted  to  reach  down  a  helping  hand  to  an  Indian  country  business 
owner.  We've  discerned  that  it  must  go  through  many  layers  of  administrivia. 

The  hand  starts  down  with  fat,  muscle  and  life  giving  blood,  but  by  the  time  it 
has  passed  through  the  many  administrative  layers  of  the  Executive  Branch,  the 
Indian  business  person  sees  only  a  lifeless  skeleton  too  frail  to  help.  If  anything,  the 
hand  we  get  seeks  a  hand-out  rather  than  giving  us  a  hand-up. 

In  fact,  the  funds  often  are  diverted  into  the  social  service  activities  of  off  reserva- 
tion colleges  and  universities  ran  by  non-Indians  masquerading  as  economic  devel- 
opment centers  for  Indian  country.  The  efforts  of  these  institutions  appear  to  be 
mindlessly  self-serving  since  they  develop  and  hone  their  skills  and  expertise  at  gov- 
ernment expense.  Later,  the  same  knowledge,  skills  and  abilities  are  sold  to  tribal 
governments.  Someone  is  doing  well,  allegedly  "doing  good"  for  those  of  us  on  the 
reservations. 

Is  this  assessment  too  critical?  Ask  the  tribal  business  or  Indian  business  owner 
who  has  been  the  recipient  of  the  services  after  the  college  or  university  pulls  out 
because  federal  funds  are  cut  or  are  no  longer  available. 

Each  new  administration  in  the  White  House  means  that  Indian  country  will  get 
a  "new  direction"  for  the  various  departments  and  agencies  receiving  and  guiding 
the  helping  hand  of  Congress  on  behalf  of  Indians.  Unfortunately,  while  Congress 
and  administrations  change,  the  Indian  business  owner  must  still  confront  career 
government  employees  operating  just  under  the  top  layer  of  leadership  put  in  place 
by  each  "new"  administration. 
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This  is  especially  true  of  the  Bureau  of  Indian  Affairs  of  the  Department  of  the 
Interior.  FIRST  Computer  Concepts  has  seen  the  contracting  office  of  the  BIA  Cen- 
tral Office  bring  President  Bush  and  his  appointed  staffers  to  their  collective  knees 
while  trying  to  assist  FIRST  Computer  Concepts  correct  certain  inefficiencies  of  the 
office.  While  President  Bush  lost  his  grip  on  his  team  and  ultimately  the  White 
House,  the  Senators  and  Representative  suggested  to  me  that  we  seek  business  with 
other  federal  departments  and  agencies  since  they  couldn't  break  through  the 
career  government  employee  barrier  of  the  BIA  Contracting  Office  and  bring  a  solu- 
tion to  the  surface.  This  left  me  wondering  whether  the  BIA  Contracting  Office 
single  handedly  has  more  influence  and  power  to  spur  economic  development  or  eco- 
nomic disaster  in  Indian  country  than  the  administration  and  Congress. 

Candidly,  FCCI  ventured  onto  the  wrong  side  of  this  contracting  office  by  asking 
if  the  Prompt  Payment  Act  applied  to  the  BIA — at  this  time,  it  is  still  unclear  if  the 
BIA  must  follow  this  particular  law  or  not;  FCCI's  experience  indicates  it  doesn't. 
Additionally,  while  waiting  for  an  answer,  I  fear  FCCI  might  not  survive  the  trip, 
since  the  BIA  Contracting  Office  senior  personnel  have  placed  FCCI  on  the  BIA  hit 
list  for  raising  too  many  questions  with  Congress. 

On  the  other  hand,  FCCI  has  found  that  Senator  Pressler  and  Daschele's  and  Rep- 
resentative Johnson's  to  be  well  taken.  Other  Federal  departments  and  agencies 
have  taken  seriously  the  intent  of  Congress  and  the  wishes  of  the  administration  to 
develop  minority  and  Indian  owned  businesses.  This  has  been  particularly  true  in 
their  willingness  to  help  an  Indian  owned  firm  operating  in  one  of  the  bottom  five 
counties  in  terms  of  per  capita  income  and  employment  in  the  United  States.  It  has 
been  refreshing  to  do  business  with  them. 

Contracting  officials  like  Teresa  Henninger  of  United  States  Geological  Survey, 
Stephine  Bartlett  of  the  Bureau  of  Reclamation  and  Tom  Forsyth  of  the  National 
Park  Service  have  worked  hand-in-hand  with  FCCI  in  offering  real  opportunities 
and  working  through  all  the  contractual  hurdles  with  the  final  result  of  commerce 
in  Indian  country.  They  have  not  personalized  the  business  transaction,  nor  do  they 
fear  economic  self-sufficiency  of  Indian  country.  They  have  just  performed  their  jobs 
as  directed  by  Congress  and  the  administration. 

It  would  be  refreshing  to  be  able  to  work  with  the  Bureau  of  Indian  Affairs  and 
Indian  Health  Service  for  the  betterment  of  the  reservation.  But,  after  doing  busi- 
ness with  these  agencies  over  the  years,  the  future  does  not  look  good  unless  atti- 
tudes and  behaviors  are  changed  and  true  enforcement  of  applicable  Federal  laws 
becomes  a  reality.  Indian  owned  businesses  can  only  respond  to  the  enactment  of 
laws,  rules  and  regulations.  We  cannot  create  nor  redefine  the  laws,  rules  and  regu- 
lations for  economic  development. 

STATE  GOVERNMENT 

The  State  of  South  Dakota  has  not  developed  its  minority  or  Indian  owned  busi- 
ness set  aside  laws  fully.  The  State  is  busy  trying  to  figure  out  who  is  in  charge  of 
the  laws  governing  Indian  country.  It  seems  the  Governor  must  establish  the  correc- 
tive course  for  the  departments  and  agencies  of  the  State  to  follow.  In  the  past,  the 
Governor  was  more  interested  in  developing  emotional  bonds  with  tribal  govern- 
ments and  its  people  through  reconciliation  efforts.  The  movement  toward  State  and 
tribal  reconciliation  is  an  important  emotional  political  building  block.  But  this 
steers  the  parties  away  from  passing  laws  from  both  sides  which  could  enhance  the 
development  economic  independence  for  reservation  based  Indian  owned  businesses. 

The  key  to  self  sufficiency  is  commerce  not  reconciliation.  A  government  can  tax 
commerce  and  the  wealth  created  by  commerce  for  its  operational  needs.  But  a  gov- 
ernment cannot  gain  revenue  from  taxing  reconciliation  efforts. 

An  example  of  the  contrast  between  the  reconciliation  bond  building  and  legisla- 
tive enactment  of  empowering  laws  for  Indian  owned  business  is  when  the  State  of 
South  Dakota  withheld  highway  construction  funds  on  the  Rosebud  Indian  Reserva- 
tion. The  State  wanted  more  control  of  the  laws  governing  the  highways  through 
the  reservation.  This  political  battle  over  jurisdiction  did  not  give  consideration  to 
the  Indian  citizen  and  Indian  business  owner.  We  all  suffered.  The  economic  embar- 
go resulting  from  the  political  battle  hurt  not  only  our  communities  but  also  our 
businesses. 

However,  the  five  (5)  governments  with  whom  we  live  did  not  rush  to  our  side  to 
assist.  The  reservation-based  Indian  owned  businesses  just  became  lost.  Those  who 
could  not  wait  out  the  political  battle  added  to  the  numbers  of  business  failures;  no 
one  contributed  the  failures  to  the  political  economic  embargo  imposed  by  the  State. 
There  just  isn't  any  thought  or  consideration  given  to  a  reservation's  private  sector 
when  the  State  and  tribal  political  elements  differ  in  Indian  country. 
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The  State  of  South  Dakota  needs  to  catch  up  with  other  States  in  dealing  with  the 
commercial  needs  of  minority  and  Indian  owned  businesses.  Laws  need  to  be  en- 
acted by  the  State  to  allow  parity  for  reservation-based  Indian  owned  businesses. 
There  needs  to  be  target  percentages  for  the  various  departments  within  State  gov- 
ernment to  enable  the  department  heads  and  agency  directors  to  seek  out  and  do 
business  with  Indian  owned  businesses. 

In  addition,  the  Federal  Government  needs  to  monitor  more  closely  how  federal 
funds  are  spent  when  they  pass  through  the  State  coffers.  A  good  example  is  the 
State  of  South  Dakota's  inability  to  hit  the  highway  construction  minority  set  aside 
targets  mandated  by  the  Federal  Transportation  Funding  Authorities.  In  this  in- 
stance, it  seems  the  State  does  not  take  seriously  the  directives  of  the  Federal  Gov- 
ernment. 

The  State  of  South  Dakota  apparently  will  continue  to  test  the  legitimacy  of 
tribal  governments.  And,  tribal  governments  will  rightfully  continue  to  resist  the 
States'  efforts.  These  are  known  facts  of  life  on  the  reservation.  What  needs  to  be 
pushed  forward  on  the  State  level  is  putting  in  place  laws,  rules  and  regulations 
that  acknowledge  Indians  and  Indian  owned  businesses.  The  next  step  would  be  to 
allow  Indian  owned  businesses  to  gain  parity  or  to  take  steps  more  towards  parity 
in  doing  business  with  the  State.  Entrapping  or  empowering  follow  the  same  path, 
its  the  outcome  that  makes  the  difference. 

TRIBAL  GOVERNMENTS 

Economic  empowerment  is  ultimately  in  the  hands  of  tribal  government.  Barring 
all  the  talk  about  the  Federal,  State,  county  and  city  governments  and  what  they 
need  to  do  to  jump  start  economic  development  in  Indian  country,  the  solutions  rest 
mainly  in  what  tribal  governments  have  done  and  will  do. 

Tribal  governments  must  take  the  lead  in  developing  commerce  in  Indian  coun- 
try. The  first  step  that  must  be  taken  by  tribal  leaders  is  to  adjust  their  attitudes 
towards  the  private  sector  which  operates  on  reservations  or  in  Indian  country.  All 
efforts  must  be  put  forth  to  insure  that  appropriate  commercial  laws  are  passed, 
then  enforced  which  will  foster  reservation  development  of  the  private  sector. 

Too  much  reliance  on  Federal  and  State  dollars  places  tribal  governments  in  a 
position  of  begging  each  year  for  support  funds  or  transfer  payments.  On  the  other 
hand,  the  taxation  of  commerce  and  the  wealth  it  generates  could  move  tribal  gov- 
ernments toward  a  point  of  self  sufficiency.  The  Federal  Government  has  Treaty  Ob- 
ligations for  which  it  must  be  held  accountable  for  and  for  which  it  must  continue 
to  fulfill.  But,  the  economic  well-being  of  reservations  cannot  rest  with  the  Federal, 
State,  county  or  city  governments;  it  belongs  to  tribal  governments. 

Tribal  governments  can  get  into  business  because  tribal  governments  have  a 
somewhat  different  function  than  that  performed  by  the  other  levels  of  governments 
representing  Indian  people.  However,  those  political  elements  of  tribal  governments 
created  by  the  Federal  Government  called  tribal  councils,  with  their  tribal  adminis- 
trations, must  break  loose  from  the  controlling  hand  of  the  career  Federal  employ- 
ees who  look  out  for  their  own  best  interests. 

If  tribal  governments  would  enact  commercial  laws  and  enforce  those  laws  which 
benefited  reservation  based  businesses  over  non-reservation  and  non-Indian  owned 
businesses,  a  surge  of  reservation  based  businesses  would  come  about.  The  laws  of 
supply  and  demand  can  work  on  Indian  reservations. 

The  SBA  8(a)  Program  is  a  good  example  of  how  the  Federal  Government  has  cre- 
ated commerce.  A  Federal  agency  finds  the  procurement  laws  easier  to  work 
through  in  doing  business  with  an  SBA  8(a)  firm  then  going  to  the  open  market. 
Thus,  Federal  agencies  seek  out  SBA  8(a)  businesses  to  do  business  with.  They  have 
a  demand  and  the  SBA  8(a)  business  has  the  supply. 

Tribal  government  could  establish  Tribal  Set  Aside  Program  allowing  Indian 
owned  business  to  become  certified  to  do  business  with  that  particular  tribe.  This 
would  be  similar  to  the  TERO  laws  and  the  license  requirements  enacted  by  various 
tribal  governments.  But,  unlike  these  present  laws,  there  would  be  enforcement 
through  targets  set  by  tribal  councils  which  would  enable  tribal  programs  and  enti- 
ties to  do  business  with  those  certified  businesses.  This  would  mean  changing  the 
Federal  and  State  laws  governing  funds  dispersed  to  tribal  governments  and  their 
entities  to  allow  for  enactment  and  enforcement  of  a  set  aside  program. 

THE  PRIVATE  SECTOR 

The  most  crucial  success  factor  for  the  private  sector  is  the  availability  of  funds  to 
operate,  expand  and  develop  business  operations.  Money  is  the  life  blood  of  business. 
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Cut  the  money  supply  off  or  restrict  it  and  businesses  will  struggle  without  reaching 
full  potential  or  they  will  fail. 

On  the  reservation,  sources  of  funds  are  limited,  there  are  no  wealthy  grandpar- 
ents, parents,  uncles  or  aunts  to  provide  the  start  up  funds  or  capital  for  a  business. 
The  Small  Business  Administration,  the  Department  of  Transportation,  the  Depart- 
ment of  Agriculture  and  the  Bureau  of  Indian  Affairs  have  programs  designed  to 
lend  a  financial  hand,  but  their  scope  is  limited  and  the  risk  factor  associated  with 
the  private  sector  hinders  their  full  implementation.  Venture  capital  either  does  not 
exist  or  is  very  limited. 

Another  factor  is  that  for  Federal  programs  a  minority  person  cannot  sell  more 
than  49  percent  of  their  business  without  becoming  ineligible  for  the  minority  own- 
ership requirements.  In  fact,  the  restrictions  placed  on  who  can  sit  on  the  board  of 
directors  of  an  economic  entity  can  hinder  the  appropriate  people  from  getting 
placed  on  a  board.  In  FIRST  Computer  Concepts  case,  a  majority  of  the  board  has  to 
be  members  of  the  disadvantaged  group.  To  get  the  correct  mix,  an  Indian  business 
owner  might  be  required  to  have  a  board  membership  equal  in  size  to  our  tribal 
councils. 

Getting  FIRST  Computer  Concepts  into  the  SBA  8(a)  Program  was  difficult  and 
expensive.  Preparing  the  necessary  paper  work  was  the  first  phase.  Then,  following 
the  application  through  the  maze  proved  to  be  a  test  of  one's  will  power.  Getting  the 
8(a)  certification  did  not  result  in  instant  success.  The  primary  reason  was  that 
FIRST  Computer  Concepts  was  unknown  and  located  in  an  isolated  part  of  the  U.S., 
there  was  limited  availability  of  personnel  with  the  requisite  skills  or  expertise,  and 
there  were  scarce  financial  resources. 

As  a  result,  FIRST  Computer  Concepts  fit  the  description  for  the  qualifications  to 
get  into  the  SBA  8(a)  Program  too  well.  FIRST  Computer  Concepts  and  its  owner 
was  a  socially  and  economically  disadvantage  minority.  In  fact,  when  FIRST  Com- 
puter Concepts  applied  for  the  SBA  8(a)  Program,  the  description  for  Indian  people 
was  with  the  category  listed  under  "other"  in  the  grouping  of  minorities. 

Today,  as  FIRST  Computer  Concepts  begins  the  final  3  years  of  its  participation 
period,  it  has  begun  learning  the  ropes  of  Federal  procurement.  The  SBA  8(a)  Pro- 
gram, in  recent  legislation,  put  the  participation  period  at  9  years,  but  this  is  a  neg- 
ative factor  when  one  starts  as  far  behind  the  business  cycle  curve  as  FIRST  Com- 
puter Concepts  did.  A  number  of  times  SCORE  personnel  and  7(j)  contractors  acting 
as  advisors  advised  FIRST  Computer  Concepts  to  locate  in  another  area  more  ad- 
vantageous to  the  business. 

During  the  start-up  years,  that  advice  raced  through  my  thoughts.  But  I  believed 
that  staying  in  business  on  my  home  reservation  was  not  only  possible  and  correct, 
but  it  could  also  be  profitable.  After  12  Vfe  years,  we  open  our  front  door  daily,  prov- 
ing the  validity  of  my  beliefs.  Today,  the  advisors  and  7(j)  contractors  have  turned 
into  believers. 

The  SBA  district  office  in  Sioux  Falls,  SD  in  recent  years  has  ventured  far  out 
onto  the  branch  of  risk  to  help  FIRST  Computer  Concepts  and  other  Indian  owned 
businesses.  Their  learning  curve  and  FIRST  Computer  Concepts's  survival  curve  are 
in  synchronization,  which  makes  for  good  communications  and  smooth  transactions. 
Initially,  the  road  was  rough  and  many  times  I  wondered  if  the  SBA  and  BIA  had 
the  same  philosophy  towards  Indian  owned  businesses. 

Fortunately,  the  SBA  proved  to  be  truly  professional  in  trying  to  learn  how  to 
deal  with  a  minority  group  initially  listed  as  "other".  In  my  opinion  they  have 
learned  well,  and  have  continued  to  grow  in  their  understanding  and  efforts  to- 
wards reservation  based  Indian  owned  businesses. 

CLOSING  STATEMENT 

In  closing,  my  brother,  sister  and  myself  would  like  to  again  express  our  apprecia- 
tion to  the  Senate  Small  Business  Committee  and  Senator  Pressler  for  coming  to  the 
Oglala  Nation.  We  would  like  to  thank  the  Oglala  Sioux  Tribe  for  hosting  this  hear- 
ing and  allowing  us  Sicangus  to  come  and  share  our  experiences  and  thoughts. 

Senator  Pressler.  Thank  you  very  much. 

We  have  an  extra  witness  here  who  is  unscheduled.  We'll  give 
you  about  2  minutes  if  you  can  summarize,  and  then  we'll  put  your 
full  statement  in  the  report  on  this  hearing. 
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STATEMENT  OF  RON  VALANDRA,  OWNER,  ROSEBUD  MINI  MART 

Mr.  Ron  Valandra.  Thank  you.  First  of  all,  I  want  to  talk  about 
two  groups  that  are  virtually  unchecked  on  your  agenda  here,  and 
that's  the  people  like  us  who  are  the  real  economic  base  of  the 
Indian  reservation,  the  small  business  owner.  We  are  people  who 
employ  15  or  fewer  people,  and  are  tribal  members  who  provide  a 
service  to  the  community  on  the  reservation. 

There  are  many  areas  of  concern.  My  biggest  area  of  concern, 
which  everybody  touched  on,  is  how  we  should  operate,  what 
should  be  done.  But  I  guess  another  major  concern  is  that  we're 
usually  the  victims  of  crime.  Too  many  times  small  businesspeople 
living  on  the  reservations  are  buglarized.  Our  businesses  are  bur- 
glarized. And  these  crimes  go  unpunished  by  the  U.S.  Attorney's 
Office  and  the  Bureau  of  Indian  Affairs.  We  have  damage  done  to 
our  property  and  insurance  rates  go  up.  We  lose  inventory  and  our 
insurance  rate  goes  up.  With  my  business,  my  insurance  company 
said  hire  a  security  guard  and  put  more  lights  around  your  busi- 
ness, and  your  rates  are  going  to  go  up.  And  I  just  opened  up  24, 
hours  a  day  to  cut  down  on  the  problems  that  we're  having. 

I  would  like  to  see  your  office  or  somebody  in  Washington  have 
the  U.S.  Attorney,  the  FBI,  and  U.S.  Marshal  put  more  of  its  law 
and  order  responsibilities  on  the  reservation  rather  than  put  the 
scarce  resources  that  they  do  have  in  fighting  for  bones  in  the 
State  of  South  Dakota.  It  just  don't  make  sense  to  me  as  being  a 
victim  where  I  have  a  break-in  at  my  place  and  they  cause  $5,000 
damage  when  they're  fighting  over  dinosaur  bones  and  spending  a 
lot  of  our  tax  money  on  that.  Somebody's  got  their  priorities  wrong. 

The  other  thing  I'd  like  to  address  is  I,  like  you,  Senator  Pres- 
sler,  am  a  Vietnam  veteran.  I  was  a  medic  out  of  Vietnam  in  1968. 
I'm  a  veteran.  There  should  be  someone  here  to  let  the  veterans 
know  that  the  process  has  changed.  In  1970  it  took  me  1 V2  years  to 
get  an  SBA  loan  of  $21,000.  In  1992,  it  took  me  3  days  to  get  a 
$150,000  SBA  loan  to  upgrade  my  business.  So  there  should  be 
somebody  within  the  Small  Business  Administration  or  somewhere 
who  could  let  these  veterans  know  that  it's  not  like  it  used  to  be,  to 
let  them  come  back  into  the  mainstream.  And  money  is  available, 
especially  through  SBA.  I  know  that  those  people  have  been  dis- 
couraged before.  I  really  think  it's  important  that  they  be  brought 
back  into  the  mainstream,  especially  when  it  comes  to  SBA  loans, 
being  a  veteran,  especially  a  Vietnam  veteran. 

Thank  you. 

Senator  Pressler.  Well,  thank  you. 

I  want  to  thank  the  radio  station  for  broadcasting  this  hearing  of 
the  Senate  Small  Business  Committee  this  morning.  It's  a  very  val- 
uable service  that  they  provide. 

I  also  want  to  thank  again  all  the  witnesses  and  the  people  in 
the  audience  who  have  been  very  patient.  I  think  we've  covered 
some  very  important  ground  this  morning.  I  believe  that  a  strong 
economic  future  in  Indian  country  rests  on  getting  more  entrepre- 
neurship,  small  businesses,  microloans  or  microbusinesses.  I  think 
that's  also  true  for  the  entire  United  States.  Indeed,  we  find  that 
small  businesses  drives  our  economy.  It  isn't  big  business  that  cre- 
ates the  new  jobs  and  the  new  technology.  It's  small  business.  And 
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that  will  be  true  on  the  Indian  reservations  if  we  are  to  develop 
things. 

We  have  heard  good  testimony  here.  We  may  have  some  addi- 
tional written  questions  for  the  witnesses.  Some  of  you  may  want 
to  submit  some  additional  material,  which  we  will  consider  for  the 
record.  Some  of  it  we  have  to  summarize  because  of  printing  costs. 
However,  I've  learned  a  great  deal  here  this  morning  as  a  United 
States  senator  listening  to  you.  We  have  heard  from  very  dedicated 
people  who  are  working  under  difficult  circumstances.  They  face 
problems  of  crime,  problems  of  credit,  problems  of  the  economy. 
But  they  are  spearheading  small  business  development,  spearhead- 
ing entrepreneurship.  America  sets  the  standard  for  free  enter- 
prise. We  find  that  in  the  old  Soviet  Union  they  lack  small  busi- 
ness and  entrepreneurship.  This  has  made  it  extremely  difficult  for 
them  to  get  their  economic  house  in  order.  Unfortunately,  we  find 
a  similar  lack  of  economic  development  in  our  inner  cities  and  on 
our  Indian  reservations.  I  hope  we  can  expand  the  use  of  enterprise 
zones  as  I  am  convinced  they  would  be  of  great  use  in  our  efforts  to 
expand  economic  development  in  these  areas.  The  real  jobs  are 
those  in  small  business  and  in  the  private  sector. 

Finally,  I  once  again  thank  our  witnesses.  I  don't  believe  there  is 
any  further  business  to  conduct  before  formally  adjourning  this 
hearing  and  having  some  informal  discussion.  I  will  close  this  hear- 
ing by  again  thanking  KILI  Radio,  the  witnesses,  my  staff  and 
others  who  have  worked  to  make  this  hearing  such  a  success. 
Thank  you. 

[The  hearing  concluded  at  1:05  p.m.] 
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ADDITIONAL  STATEMENTS  INCLUDED  FOR  THE  RECORD 

Testimony  on  Behalf  of  Sinte  Gleska  University  and  the  Rosebud  Sioux  Tribe 

rosebud  sioux  tribe 

The  Rosebud  Sioux  Tribe  is  located  on  over  5,000  square  miles  in  south  central 
South  Dakota.  Original  reservation  boundaries  encompass  over  AV2  counties.  The 
Rosebud  Reservation  is  home  to  over  16,500  citizens  of  the  Sicangu  Lakota  Oyate 
and  to  over  10,000  non-Indians.  The  Sicangu  people  live  in  20  communities  scattered 
throughout  the  reservation  with  populations  ranging  in  size  from  50  to  2,000. 

The  1990  U.S.  Census  of  Population  and  Housing  for  Todd  County  (which  the  res- 
ervation encompasses)  indicated  the  45.2  percent  of  the  Native  population  is  below 
18  years  of  age,  compared  to  the  white  population  of  Todd  County  which  has  a 
median  age  of  36.0.  Thirty-eight  percent  of  the  households  are  headed  by  single  par- 
ents, and  72  percent  of  these  families  live  below  the  poverty  level.  Average  occupan- 
cy per  home  is  6.5,  well  above  the  national  average. 

The  per  capita  income  of  $3,159  in  1980  has  risen  to  $4,005,  which  is  a  loss  when 
adjusted  for  inflation  at  a  4  percent  rate.  The  December  1991,  Bureau  of  Indian  Af- 
fairs Labor  Force  Report,  for  the  Aberdeen  Area,  showed  the  Rosebud  with  an  un- 
employment rate  of  86  percent. 

The  tribe  is  governed  by  a  20  member  tribal  council  elected  every  2  years  from 
districts  as  well  as  a  tribal  president  and  vice  president  elected  at  large  in  the  same, 
manner. 

SINTE  GLESKA  UNIVERSITY 

Sinte  Gleska  University  is  a  tribally  chartered  institution  serving  over  650  stu- 
dents with  degrees  ranging  from  the  Associate  of  Arts  to  a  Master's  in  Education 
for  Elementary  Teachers.  Recently,  the  University  added  a  bachelor's  degree  in 
tribal  management  with  the  first  five  individuals  receiving  that  degree  in  August 
1993. 

Among  the  community  based  services  provided  by  the  University  are  institutes 
designed  to  focus  resources  and  personnel  toward  addressing  individual,  tribal  and 
community  concerns  outside  of  the  academic  structure.  These  Institutes  include  the 
Institute  on  Alcohol  and  Substance  Abuse,  on  Tribal  Government  and  on  Economic 
Development. 

CURRENT  RESOURCES 

SGU's  Institute  on  Economic  Development 

Sinte  Gleska  University's  Institute  on  Economic  Development  serves  the  following 
purposes: 

1.  Analysis  of  existing  and  past  reservation  conditions; 

2.  development  of  viable  economic  projects  for  Sinte  Gleska  University,  Rose- 
bud Sioux  Tribe,  reservation  communities,  and  individuals; 

3.  economic  research  and  data  bank; 

4.  inventory  of  training  and  technical  assistance  needs  of  the  Rosebud  Reser- 
vation. 

RST  Economic  Development  Commission 

The  Commission  was  chartered  by  the  Rosebud  Sioux  Tribe  for  the  purpose  of  so- 
liciting and  entertaining  economic  offers  and  invitations  from  interested  businesses 
for  business  ventures.  This  includes  facilitating  negotiations  between  businesses  and 
the  Rosebud  Sioux  Tribe,  its  subsidiaries,  chartered  entities  and  other  appropriate 
entities.  The  primary  focus  is  on  commercial  and  industrial  development  for  job  cre- 
ation. 

RST  Economic  Development  Committee 

The  Tribal  Council's  Economic  Development  Committee  comprised  of  4  com- 
munity members  and  3  council  representatives  is  charged  with  overseeing  the 
economic  development  activity  of  the  Rosebud  Sioux  Tribe.  The  committee  pro- 
vides advice  and  support  to  the  Tribal  Administration  and  staff  and  makes  rec- 
ommendations to  the  Tribal  Council  regarding  economic  development  ventures 
and  issues. 
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Sicangu  Enterprise  Center 

The  Enterprise  Center  is  a  partnership  effort  by  the  University,  the  tribe,  Farm- 
ers State  Bank  and  local  craftspeople  and  community  leaders.  The  Enterprise 
Center  provides  a  peer  group  lending  model  opportunity  to  individuals  on  the  Reser- 
vation. Currently  the  Enterprise  Center  has  8  peer  groups  with  over  40  members. 
These  members  conduct  businesses  ranging  from  arts  and  crafts  to  wood  hauling  to 
computer  services. 

Tourism  Task  Force 

This  is  an  informal  organization  comprised  of  representatives  of  various  groups 
and  interested  individuals.  The  Task  Force  disseminates  information  about  tourism 
and  provides  a  formal  means  of  assigning  tasks  and  activities  to  interested  persons. 

Native  American  Economic  Development  Project 

This  project  conducted  by  the  South  Dakota  Business  Opportunity  Center  provides 
an  individual  who  gives  technical  assistance  and  support  toward  small  business  de- 
velopment on  the  Rosebud,  Pine  Ridge  and  Yankton  Reservations. 

Brule  Sioux  Arts  and  Crafts  Cooperative 

This  200  member  cooperative  provides  a  centralized  marketplace  for  the  various 
tribal  arts  and  crafts  made  by  area  citizens.  An  expansion  of  marketing  opportuni- 
ties for  the  cooperative  would  greatly  enhance  personal  incomes  of  members  and 
could  lead  to  the  development  of  small  and  micro  businesses. 

NEEDS  AND  RECOMMENDATIONS 

Research  and  Development 

To  gain  any  kind  of  clear  understanding  of  our  economic  potential,  we  must  have 
adequate  data  and  research  about  our  communities,  the  land,  the  skills  of  the 
people,  the  educational  needs  of  our  youth  and  the  marketing  opportunities  which 
are  available.  We  must  also  have  a  central  clearinghouse  on  ourreservations  and 
nationally  where  we  can  easily  access  necessarydata. 

Examples  of  essential  information  or  studies  are  a  labor  force  survey,  a  flow  of 
funds  study  and  tribal  overall  economic  development  plans.  The  bottom  line  is  that 
these  studies  cost  money.  These  are  vital  to  our  development  efforts  but  they  are  a 
low  priority  among  potential  funders. 

We  urge  the  Committee  to  support  funding  for  the  development  of  economic  de- 
velopment plans  and  for  the  various  types  of  research  which  need  to  be  done. 

Education 

We  need  resources  to  develop  economics  and  entrepreneurship  programs  in  ele- 
mentary and  secondary  schools.  There  are  inherent  difference  between  tribal  eco- 
nomic systems  and  U.S.  capitalism.  These  differences  must  be  taught  in  order  to 
allow  both  sides  to  adapt  to  bring  about  economic  prosperity.  Development  of  basic 
school  curricula  which  addresses  both  systems  should  be  followed  by  teacher  train- 
ing to  bring  that  curricula  into  the  school  systems.  This  is  enhanced  by  enterprise 
projects  and  internships  aimed  at  giving  actual  business  experience  to  our  children. 

Sinte  Gleska  University  needs  adequate  funding  from  the  Tribally  Controlled 
Community  College  bill  and  from  other  sources  to  improve  our  educational  word  in 
business  management  degrees,  certificates  and  workshops.  We  also  need  resources 
to  access  internship  opportunities  for  our  students  with  area  businesses  and  at  other 
locations.  Placement  of  students  as  interns  in  a  range  of  businesses  in  South  Dakota 
would  have  a  tremendous  effect  on  their  potential  for  starting  their  own  businesses. 

The  University  is  also  interested  in  developing  its  own  business  opportunities  to 
serve  as  a  training  ground  for  students  and  community  members  and  to  provide  rev- 
enue for  further  business  development  and  job  creation  within  our  communities. 

Community  Empowerment 

The  vitality  of  our  community  life  which  is  based  in  our  tiyopayes  or  extended 
family  systems  is  heavily  dependent  on  our  ability  to  create  a  viable  economic 
system  at  the  community  level.  In  addition  to  job  creation  as  part  of  a  community 
based  effort,  we  need  to  provide  communities  with  mechanisms  for  increasing  their 
own  revenue  so  the  community  can  provide  social  services  to  its  members. 

One  aspect  of  community  empowerment  is  control  over  your  own  economic  life 
and  resources.  We  should  encourage  the  development  of  cottage  industries  and  agri- 
cultural ventures  at  the  community  level. 
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We  urge  the  examination  of  community  based  ventures  and  of  cooperatives  as 
models  for  appropriate  reservation  based  small  business  economic  development. 
This  would  support  job  creation  and  community  based  revenue.  In  all  likelihood,  it 
would  also  alleviate  potential  problems  associated  with  child  care  and  transporta- 
tion. 

Business  Incubator 

There  is  a  need  for  the  development  of  a  reservation  based  business  incubator. 
This  incubator  could  work  with  both  micro  entrepreneurs  and  small  business 
owners.  Its  primary  function  is  to  "hand  hold"  the  business  owner  through  the  first 
several  months  of  operation  when  the  business  is  most  vulnerable  to  failure.  In  ad- 
dition it  provides  a  formal  setting  for  continued  education  regarding  economics  and 
business  development. 

We  urge  the  Committee  to  look  at  strengthening  programs  such  as  the  Native 
American  Economic  Development  Project  and  to  look  at  a  decentralized  business  in- 
cubator model  to  allow  reservation  based  rather  than  regional  business  assistance 
centers. 

Capital  Fund 

Besides  a  lack  of  business  skills,  the  biggest  reason  for  business  failure  on  the 
Rosebud  (according  to  the  Economic  Development  Commission  and  the  Native 
American  Economic  Development  Project)  is  a  lack  of  adequate  capital.  The  impov- 
erished condition  of  our  reservations  means  that  individuals  don't  have  the  personal' 
or  family  resources  to  invest  in  their  ventures.  A  special  fund  to  provide  additional 
capital,  preferably  with  no  or  low  interestloans,  could  alleviate  this  problem.  This 
loan  fund  could  be  tied  to  the  Business  Incubator  insuring  that  individuals  who  take 
advantage  of  the  loan  fund  would  have  adequate  technical  support  in  their  oper- 
ation. 

We  urge  the  Committee  to  work  with  banks  and  other  financial  institutions  to 
discover  ways  of  establishing  capital  funds  which  can  provide  appropriate  loans  to 
increase  the  success  rate  of  reservation  based  businesses. 

Venture  Capital  Fund 

Another  idea  is  to  establish  a  venture  capital  fund  as  a  potential  source  of  money 
for  business  developers.  This  investment  fund  could  be  a  ready  source  of  capital 
while  keeping  the  investors  outside  of  the  daily  management  of  a  business.  This 
might  be  particularly  useful  for  development  of  commercial  or  industrial  businesses 
where  the  Tribe  and  the  local  community  has  inadequatecapital  to  attract  a  ven- 
ture. 

We  encourage  the  Committee  to  look  at  the  research  currently  being  conducted  by 
United  Tribes  Technical  College  of  Bismarck,  ND,  through  a  grant  from  the  North- 
west Area  Foundation  on  the  development  of  an  Indian  Venture  Capital  Fund. 

Micro  Enterprises 

There  are  literally  hundreds  of  micro  entrepreneurs  on  our  Reservations.  These 
individuals  provide  substantial  personal  income  for  themselves  and  their  families. 
Sometimes  this  is  their  only  source  of  income,  in  other  instances,  the  activity  is 
used  to  supplement  underemployed  individuals. 

In  additional  to  the  need  for  substantial  funding  to  support  micro  enterprises, 
there  is  a  need  to  change  current  welfare  laws.  Currently,  the  effect  of  participation 
in  an  enterprise  project  is  for  the  individual's  welfare  support  to  be  almost  immedi- 
ately reduced.  Families  who  already  barely  survive  with  welfare  have  little  incen- 
tive to  engage  in  the  long  term  struggle  of  starting  their  own  enterprise.  We  urge 
the  Committee's  support  of  the  Association  of  Enterprise  Opportunity's  position  that 
the  amount  of  assets  allowable  in  the  welfare  system  be  increased  for  micro  entre- 
preneurs and  that  there  be  incentives  to  encourage  participation. 

Business  Identification  and  Marketing 

There  is  a  need  for  a  community  education  effort  to  identify  individuals  who  have 
the  potential  to  develop  a  business  and  to  match  them  up  with  various  marketing 
opportunities.  This  effort  could  be  conducted  on  our  reservations  through  the  vari- 
ous educational  institutions.  These  could  be  done  in  collaboration  with  the  various 
Small  Business  Administrations  offices  throughout  our  region. 

We  encourage  the  Committee  to  establish  this  community  education  project  as  a 
priority  of  its  minority  development  efforts.  p 

Further,  we  encourage  the  Committee  to  support  ventures  such  as  the  Tribe  s 
Economic  Development  Commission  by  channeling  funds  and  technical  assistance 
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into  business  recruitment  and  marketing  of  the  tribe's  resources  and  opportunities. 
Clearly,  it  takes  money  to  recruit  businesses  and  to  work  on  economic  development. 

Building  Fund 

There  is  also  a  need  to  establish  a  building  fund  for  no  or  low  interest  loans  and/ 
or  grants  for  building  construction,  renovation,  modification  and  repair  for  business 
development. 

We  urge  the  Committee  to  study  this  area  and  to  look  for  potential  funding 
sources  and  a  mechanism  to  establish  this  fund. 

CONCLUSION 

We  must  approach  economic  development  by  providing  a  foundation  of  under- 
standing and  the  opportunity  for  diversity  to  our  citizens.  We  are  in  a  crucial  time 
period  where  our  increasing  population  is  becoming  a  strain  on  our  limited  re- 
sources. With  an  organized  approach,  we  can  lay  the  framework  for  success.  The 
approaches  outlined  above  all  have  the  potential  for  "fitting"  with  our  tribal  eco- 
nomic life.  We  can  build  on  our  extended  family  systems  and  on  our  community 
based  relationships  while  holding  to  our  cultural  values  and  beliefs  if  we  are  willing 
to  have  an  organized,  honest  dialogue  and  set  of  goals. 

We  thank  the  Small  Business  Committee  and  especially  Senator  Pressler  for 
taking  the  time  to  come  to  Indian  country.  With  your  leadership  we  can  build  a 
culturally  viable  economic  system  for  our  tribal  citizens. 


Testimony  of  the  Stand  Rock  Sioux  Tribe 

Mr.  Chairman.  My  name  is  Charles  Murphy,  the  duly  elected  Chairman  of  the 
Standing  Rock  Sioux  Tribal  Council  and  I  am  here  to  present  the  following  testimo- 
ny before  the  Senate  Committee  on  Small  Business. 

The  Standing  Rock  Sioux  Tribe  extends  its  appreciation  for  the  invitation  to 
appear  before  the  Committee  on  Small  Business  today  to  present  its  testimony  on 
"Small  Business  Development  in  Indian  Country". 

There  are  any  obstacles  in  "Indian  Country"  and  on  Standing  Rock  to  the  devel- 
opment of  businesses.  As  we  have  noted  in  our  previous  testimony  before  this  Com- 
mittee, reservation  climates  are  harsh  and  the  locations  isolated  and  difficult  to 
reach  by  existing  means  of  transportation.  Generally,  we  know  that  very  few  Indian 
reservations  have  any  long  tradition  of  business  activity.  Attitudes  are  generally  not 
favorable  toward  entrepreneurship  as  they  must  be  learned  and  acquired.  Our  labor 
force  in  most  cases  lack  the  training  and  work  experience  that  would  be  most  favor- 
able to  business  success. 

The  Standing  Rock  Sioux  Tribal  members  do  not  want  to  rely  constantly  on  feder- 
al hand-outs  in  terms  of  welfare;  but,  would  rather  earn  their  money  from  honest 
labor.  Our  goals  are  to  reduce  the  dependency  on  the  Federal  Government,  and 
seeing  the  limits  of  natural  resource  development  as  a  source  of  tribal  economic 
growth,  our  hope  has  been  that  Standing  Rock  Sioux  Indian  Reservation  would 
become  the  home  for  major  manufacturing  plants,  natural  resource  processing  (as 
well  as  extracting)  facilities,  tourist  resorts  and  major  recreation/gaming  facilities, 
and  the  other  business  activity  is  what  we  will  be  addressing  today. 

With  our  identification  of  the  few  obstacles  which  exist,  the  major  obstacle  of  not 
having  available  funding  at  the  local  level  needs  to  be  resolved.  We  believe  that  an 
economic  stimulus  program  for  Indian  country  should  be  a  part  of  the  administra- 
tion's national  economic  growth  package.  There  must  be  support  for  investment  and 
employment  tax  credits  for  businesses  locating  on  Indian  lands  with  a  setaside  for  a 
specific  number  of  enterprise  ones  for  an  Indian  Tribe  structuring  its  codes  to  meet 
the  enterprise  zone  requirements. 

Within  the  Bureau  of  Indian  Affairs,  the  "Buy  Indian"  Act  of  1910  must  be 
amended  to  expand  Federal  procurement  opportunities  for  Indian-owned  businesses. 
We  need  to  have  the  Secretary  of  Interior  direct  the  Bureau  of  Indian  Affairs  to 
improve  the  administration  of  the  Indian  Finance  Act  to  offer  guarantees  of  indus- 
trial development  bonds  and  should  setaside  a  loss  reserve  fund  within  the  act  to 
support  the  guarantee  commitments  on  the  issuance  of  bonds.  Additionally,  in  this 
area,  it  is  our  belief  that  the  Bureau  of  Indian  Affairs  perpetuates  itself  by  deter- 
mining ALL  business  development  grants  and  loans  at  the  central  and  Area  offices. 
These  decisions  must  be  approved  at  the  local  agency  level. 

Standing  Rock  Sioux  Tribe's  only  economic  strength  is  its  land  base  as  well  as  its 
water  rights.  There  are  a  number  of  Indian  cattle  operators  who  utilize  the  trust 
lands  whom  must  be  assisted  through  the  increasing  of  the  grant  program  amounts 


75 

as  well  as  the  guaranteed  loan  programs.  We  believe  there  can  be  additional  Indian 
operators  who  can  be  assisted  as  well  as  younger  and  new  operators  interested  in 
getting  into  the  business  but  there  are  no  incentives  and  no  funds  available.  We 
urge  the  Committee  to  work  directly  with  the  Bureau  of  Indian  Affairs  in  improving 
this  aspect  on  Standing  Rock. 

Additionally,  we  believe  there  are  water  markets  available  which  the  Standing 
Rock  Sioux  Tribe  can  take  advantage  of  once  the  Secretary  of  Interior  starts  approv- 
ing of  our  tribal  water  codes.  This  avenue  must  be  addressed  by  the  Committee  with 
the  Secretary. 

Mr.  Chairman,  with  the  many  Federal  agencies  as  well  as  States  in  existence, 
each  have  their  own  Indian  policy  and  they  all  differ.  However,  if  each  federal 
agency  were  directed  to  coordinate  and  accept  one  Indian  Business  Development 
Policy  which  they  all  go  with,  maybe  we  can  improve  upon  the  small  business  devel- 
opment in  Indian  country.  We  all  must  be  able  to  work  together  in  order  for  our 
people  to  survive  in  these  times.  Our  tribal  colleges  play  a  large  part  in  the  success 
of  economic  development  in  Indian  country  and  as  such,  the  funding  for  these  col- 
leges must  be  sustained. 

The  Standing  Rock  Sioux  Tribe  responded  to  the  "Report  and  Recommendations 
to  the  President  of  the  United  States"  by  the  Presidential  Commission  on  Indian 
Reservation  Economies  dated  November  1984.  This  response  was  "Recommendations 
to  the  President  for  the  Improvement  of  American  Indian  Economic  Development  in 
two  Parts:  Part  I.  Tribal  Initiatives  for  Economic  Development.  Part  II.  Tribal  re- 
sponses to  recommendations  of  the  President's  Commission  on  Indian  Reservation , 
Economies."  This  response  had  been  prepared  and  developed  by  the  National  Tribal 
Chairman's  Association  and  American  Indian  Tribal  Governments  dated  April  1985. 
These  recommendations  and  response  were  never  responded  to  by  then  administra- 
tion. 

Last,  Mr.  Chairman,  the  Standing  Rock  Sioux  Tribe  under  Public  Law  102-575  is 
receiving  additional  compensation  for  the  taking  of  over  56,000  acres  of  our  reserva- 
tion lands  as  the  site  for  Oahe  Dam  and  Reservoir  and  there  are  certain  amounts 
being  deposited  in  our  account  for  an  "Economic  Recovery  Fund".  It  is  our  intent  to 
provide  for  a  "Standing  Rock  Development  Finance  Corporation"  whose  purpose  is 
to  promote  economic  development  on  the  Standing  Rock  Indian  Reservation  through 
the  management  of  an  investment  fund  initially  to  be  capitalized  by  the  United 
States  government  as  part  of  the  settlement  for  just  compensation  for  the  lands 
taken. 

This  proposed  corporation  will  provide  development  capital  for  the  reconstruction 
and  economic  development  on  the  reservation  economy  and  economic  base  through 
financial  services  to  Indian  business  enterprises,  where  Indian  business  enterprise 
means  any  commercial,  industrial,  or  business  entity  which  is  majority  owned  or 
controlled  by  a  member  or  members  of  the  Standing  Rock  Sioux  Tribe. 

We  also  intend  to  stimulate  opportunities  and  the  development  of  an  Indian  pri- 
vate sector  by  investments  in  new  and  existing  business  by  providing  short  term 
and  long  term  debt  and  equity  capital;  loan  guarantees  and  other  forms  of  special- 
ized credit;  and  technical  assistance  and  training.  We  will  also  encourage  and  help 
develop  the  flow  of  private  or  public  capital,  domestic  and  foreign,  to  productive  in- 
vestments on  the  reservation.  Additionally,  we  also  intend  to  make  contracts  and 
execute  any  instrument  required  to  exercise  its  powers  and  functions  while  assisting 
in  the  strengthening  of  the  reservation  private  sector  by  the  development  of  Indian 
business  enterprises  whose  activities  are  directed  at  contributing  to  a  growing  reser- 
vation economy  at  Standing  Rock. 

We  thank  you,  Mr.  Chairman,  for  granting  us  the  opportunity  to  testify  before 
your  prestigious  Committee. 


Testimony  of  Mr.  Francis  Whitebird 
redi  fund  loan  program 

The  main  goal  of  the  Governor's  Office  of  Economic  Development  is  to  improve 
the  quality  of  life  of  South  Dakota  citizens  primarily  through  the  creation  of  quality 
job  opportunities. 

The  main  mission  of  the  Division  of  Finance  of  the  Governor's  Office  of  Economic 
Development  is  to  provide  innovative  debt  financing  to  businesses  creating  new, 
quality  primary  jobs  and  increasing  capital  investment,  to  facilitate  business  accesss 
to  private  capital  and  to  provide  technical  assistance  for  businesses  accessing  pri- 
vate capital. 
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The  objective  of  the  South  Dakota  Revolving  Economic  Development  &  Initiative 
Fund  (REDD  is  to  assist  businesses  in  creating  primary,  quality  jobs  opportunities, 
to  increase  capital  investment  and  jobs  in  communities  of  all  size  and  to  diversify 
state  and  local  economies. 

Process  for  REDI  Fund  Loan  Application 

1.  Complete  a  preapplication  to  help  determine  if  you  are  eligible  for  our  financ- 
ing programs — not  lengthy. 

2.  GOED  responds  by  either  suggesting  the  best  COED  loan  program  or  makes 
alternative  suggestions  outside  COED  (COED  responds  within  2  weeks). 

3.  Company  completes  a  full  application  to  the  REDI  Fund  program. 

4.  GOED  loan  officer  is  assigned  and  works  with  the  company  to  prepare  the  best 
loan  application  package  to  the  board's  monthly  meetings. 

5.  GOED  loan  officer  presents  to  the  Board  of  Economic  Development  during  a 
closed  to  public  meeting. 

6.  The  loan  is  either  approved  or  not  at  the  meeting. 

7.  If  approved,  the  loan  officer  and  lender  will  work  together  to  have  the  loan 
closed  once  all  the  conditions  of  approval  have  been  met. 

8.  The  loan  is  closed  and  the  check  is  disbursed. 

Primary  Jobs  Are  Defined  As 

•  Jobs  that  provide  goods  and  services  which  shall  be  primarily  exported 
from  the  state, 

•  gain  market  share  form  imports  to  the  state  or 

•  meet  an  unmet  need  in  the  area  resulting  in  the  creation  of  new  wealth  in 
South  Dakota. 

Primary  Jobs  Are  Derived  From 

•  Businesses  which  bring  new  income  into  an  area, 

•  stimulate  other  businesses  or 

•  assist  a  community  in  the  diversification  and  stabilization  of  its  own  econo- 
my. 

The  REDI  Fund  is  geared  more  towards  the  manufacturing  firm,  however,  it  is 
not  limited  to  this  type  of  business. 
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REDI  FUND  LOAN  SUMMARY* 
(AS  OF  February  9, 1993) 


PROJECTED  JOBS 


FULL-TIME  JOBS 


8,944 


PART-TIME  JOBS 


711 


DISTRIBUTION               REDI  LOAN         REDI  LOAN         FULL-TIME        PART-TIME 
BY  POPULATION  QUANTITY  AMOUNT JOBS JOBS_ 

>  2,000  33    $3,857,500         846         152 

>  2,000  <  5,000 

>  5,000  <  15,000 
>1 5,000  <  50,000 

>  50,000  <  100,000 


21  $7,987,041 

22  $7,498,300 
24  $7,073,669 
34  $13,206,400 


2761  17.5 

1489  44 

1416  113.5 

2,432  384 


*         <     REDI  FUND  LOAN  AMOUNT 
TYPE  OF  #OF  FISCAL  FISCAL  FISCAL  FISCAL 

BUSINESS  LOANS     YEAR  1988      YEAR  1989      YEAR  1990 


FISCAL           FISCAL 
YEAR      YEAR  1992      YEAR  1993 
1991  


START-UP  28  $405,795       $1,749,500  $685,000         $670,000  $450,000  $141,000 

EXPANSION  75       $4,603,500        $4,957,465        $3,509,000       $4,416,500        $4,416,500        $1,739,000 

RELOCATION  31       $2,795,000       $2,181,000        $5,896,050      $2,035,000        $1,735,000  $750,000 


LOAN  ACTIVITY 
FISCAL  YEAR 


REDI  LOAN 

REDI  LOAN 

QUANTITY 

AMOUNT 

33 

$7,908,295 

34 

$7,987,965 

23 

$10,090,050 

19 

$7,121,500 

1988 
1989 
1990 
1991 


74-344  0-94-4 
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REDI  FUND  LOAN  PROGRAM 
COMMUNITY  DISTRIBUTION* 

(As  Of  2/8/93) 


COMMUNITY 

PERCENT  OF 

PERCENT  OF 

POPULATION 

FUNDS 

ALL  LOANS 

Under  2,000 

9.7% 

24.6% 

2,000-5,000 

20.2% 

15.6% 

5,000-15,000 

18.9% 

16.3% 

15,000-50,000 

17.9% 

17.8% 

Over  50,000 

33.3% 

25.7% 

NOTE:  All  population  figures  are  based  on  the  1990  census.  . 

*The  percentage  figures  on  the  distribution  of  funds  do  not  reflect  the 
$1  million  loan  which  was  made  to  the  SD  Economic  Development 
Finance  Authority  (EDFA)  for  the  FmHA  Intermediary  Relending 
Program  (APEX)  on  November  3,  1988,  or  the  $3  million  loan  for  the 
FmHA  National  Non-profit  Corporation  program  which  was  made  to 
EDFA  on  April  19,  1989. 

REDI  FUND  PORTFOLIO 

New  Businesses  20.9% 

Expansions  56.0% 

Relocations  23.1% 

REDI  FUND  ACTIVITY  AS  OF  2/8/93 

Total  REDI  Fund  Loans  Approved:  135 

Total  REDI  Fund  Loan  Amount:  $40,622,910 

Total  REDI  Fund  Capital  Investment:  $1 18,683,099 

Total  REDI  Fund  Project  Amount:  $223,556,684 

Total  Full-Time  Equivalent  Jobs 

to  be  Created  by  1996:  9,299.50 
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Muddy  Creek  Oil  and  Gal,  Inc., 
P.O.  Box  1987,  Pine  Ridge,  SD,  57770-1987, 

September  2,  1993. 

U.S.  Senator  Larry  Pressler, 
Committee  on  Small  Business, 
Washington,  DC. 

I  am  pleased  that  someone  from  Washington  has  made  the  effort  to  visit  our 
people  on  the  grassroots  level  and  to  hear  first  hand  about  some  of  the  problems 
and  positive  efforts  being  made  in  the  area  of  economic  development  in  Indian  coun- 
try. As  many  of  us  know,  there  has  been  decisions  made  on  higher  levels  that  have 
their  idea  what  will  work  for  us  here  on  the  Pine  Ridge  or  what  is  good  for  us  so- 
cially, many  times  boggled  down  with  so  much  red  tape  and  government  regulations 
that  it  deters  the  main  focus  and  intent  of  addressing  the  problems  socially  and  eco- 
nomically. My  efforts  to  give  you  written  testimony  today  on  a  precise  condensed 
letter  of  2  to  3  pages  is  almost  impossible  with  such  great  problems  that  have  exist- 
ed for  generations.  My  attempt  will  be  only  to  address  and  highlight  the  main  issues 
mentioned  in  your  letter  dated  August  19,  1993  mentioning  your  visit  to  Pine  Ridge. 
You  must  understand  that  my  views  and  comments  are  solely  mine  and  may  not  be 
popular  with  even  some  of  my  own  people  on  the  Pine  Ridge.  I  will  not  tell  you 
what  you  want  to  hear  but  what  you  need  to  hear. 

First  of  all,  simply  speaking  you  cannot  expect  to  be  successful  with  any  economic 
development  program  or  business  development  program  without  addressing  the< 
social  problems  along  with  the  economic  problems.  If  you  do  one  without  the  other 
on  the  Pine  Ridge  it  will  fail. 

Next,  these  problems  will  not  be  solved  in  2  years,  4  years  or  10  years,  or  any 
time  in  this  administration.  I  do  believe  efforts  can  be  made  to  begin  to  address 
goals  for  these  long  term  problems,  through  government  reorganization,  and  special 
legislative  laws  and  stimulus  programs  being  changed  to  fit  our  area  and  problems. 
I  realize  that  it  appears  in  the  last  couple  of  years  to  be  favorable  for  government 
and  indeed,  society,  to  have  an  interest  in  the  Lakota  culture  and  their  lives  and  I 
believe  this  is  positive.  But,  I  do  remember  a  time  when  it  wasn't  so  popular  and 
believe  that  time  will  return  again  when  my  people  are  not  a  novelty  or  an  interest 
to  society. 

In  South  Dakota  we  are  not  a  solid  voting  block  and  if  even  we  were  it  would  not 
be  a  large  enough  voting  block  to  demand  much  attention.  Usually  it  is  not  a  popu- 
lar stand  for  a  U.S.  Senator  or  U.S.  Congressman  from  South  Dakota  to  support 
Indian  issues  or  programs  because  of  jurisdiction  problems,  treaty  questions  on  land 
and  spending  programs.  I  believe  in  the  area  of  government  reform  we,  as  the 
Oglala  Sioux  Tribe,  must  first  reform  our  own  government  to  fit  1993.  For  example, 
4  year  terms  for  stability  and  the  OST  Council  having  staggered  terms  for  stability. 
We  then  administratively  need  to  have  our  fiscal  affairs  in  order  with  stable  perma- 
nent competent  people  in  these  roles.  One  example,  a  business  manager  that  can 
with  stand  or  not  be  subject  to  political  pressure.  The  turnover  in  2  year  terms  does 
not  work  in  tribal  government.  The  tribal  government  should  NEVER  be  in  busi- 
ness itself.  It  does  not  work  and  will  not  work  because  of  political  interference  and 
management.  The  tribal  government  role  should  be  to  promote  private  business  de- 
velopment and  remain  law  makers  and  policy  makers,  not  competition  for  individ- 
ual tribal  members,  who  are  trying  to  provide  private  jobs.  This  in  tern  would  build 
its  tax  base  resulting  in  tribal  government  to  be  less  dependent  on  the  federal 
dollar. 

On  the  subject  of  private  sector  economic  development,  you  must  remember  my 
earlier  comments  of  social  development  going  hand  in  hand  with  economic  develop- 
ment. Our  experience,  personally,  and  as  business  people  on  the  reservation,  has 
lent  to  knowledge  of  what  is  needed  as  individual  businesses  on  the  reservation  with 
its  special  problems  of  80  percent  unemployment  and  80  percent  alcoholism  rate, 
abuse,  both  child  and  spouse,  resulting  in  the  poorest  county  in  the  nation.  First  of 
all,  myself  and  wife  are  recovering  alcoholics  with  12  years  of  sobriety.  It  took  a 
number  of  years  to  build  a  solid  foundation  emotionally,  spiritually  and  financially 
for  ourselves.  It  didn't  happen  over  night,  but  it  was  crucial  to  build  this  solid  foun- 
dation personally  before  trying  to  become  successful  in  business.  We  built  trust  with 
people  in  all  our  affairs  by  doing  what  we  said  we  would  do  and  more.  We  gained 
experience  with  our  own  financial  affairs  and  held  jobs  where  we  also  gained  experi- 
ence and  trust.  I  worked  for  tribal  government  for  10  years  in  various  administra- 
tive roles  and  was  involved  on  many  boards  within  the  tribe  such  as  education  and 
public  safety.  During  this  time  always  trying  to  keep  a  leveraged  ranch  operation 
going.  It  was  during  this  time  the  alcohol  had  got  the  best  of  me  and  I  ended  up  in 
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treatment.  This  is  when  my  wife  and  I  started  trying  to  change  things  in  our  lives. 
So  far  it  has  worked  with  an  attitude  of  "never  give  up",  and  work  hard.  This  is 
why  I  firmly  believe  that  you  can  pump  all  the  dollars  you  want  into  the  reserva- 
tion and  fail  if  you  don't  address  the  social  issues  and  problems  while  developing 
business  programs  or  have  them  available  as  a  way  of  business  support. 

Part  of  my  experience  was  with  an  agriculture  bank  for  6  years  in  Nebraska. 
After  leaving  the  bank  is  when  my  wife  and  I  decided  to  try  our  hand  at  the  conven- 
ience store  business.  So  far  it  has  been  good  to  us  but  not  without  bumps  in  the 
road. 

What  I  am  attempting  to  say  here  is  it  does  not  happen  over  night.  Starting  a 
business  and  making  it  succeed  is  a  very  slow  process.  Indian  people  must  be  drug 
and  alcohol  free,  build  a  strong  foundation  in  their  personal  financial  affairs,  gain 
experience  and  never  give  up.  This  process  takes  time.  It  is  here  where  special  pro- 
grams to  assist  people  wanting  to  go  into  business  that  help  must  be  available  either 
privately  or  federally. 

Presently,  our  largest  problem  is  retaining  personnel  because  of  the  social  issues 
that  affect  our  employees.  We  need  funded  treatment  centers  for  our  people  that 
want  to  change  but  "dollar  wise"  do  not  have  the  available  resources  to  pay  for 
treatment  of  the  disease  of  alcoholism. 

Another  issue  in  employee  retention  is  the  welfare  system  pays  better  as  you  have 
more  children.  I  feel  there  should  be  special  legislation  for  these  people  on  the  Pine 
Ridge  Reservation  that  if  they  are  working  they  don't  loose  that  aid  entirely  to  keep 
them  working  resulting  in  giving  them  more  pride  and  serving  as  a  good  role  model 
for  their  children.  This  is  the  only  way  that  we  can  stop  the  generation  after  gen- 
eration of  welfare  families. 

A  problem  that  I  see,  owning  a  private  business,  is  the  work  ethic  that  our  Feder- 
al Government  and  tribal  government  has  developed.  With  so  much  of  the  employ- 
ment coming  from  government  jobs  in  our  area  the  norm  for  work  is  not  a  place 
where  a  private  business  can  make  the  bottom  line  work.  The  time  taken  off  for 
workshops,  social  events  etc.  by  governed  programs  creates  an  unrealistic  work 
ethic  to  survive  in  private  business. 

I  believe  it  is  important  to  build  our  economic  base  with  fully  developing  business- 
es to  provide  the  basic  needs  first  then  promote  some  kind  of  light  manufacturing  in 
tune  with  our  special  social  issues.  In  my  opinion  this  is  where  there  needs  to  be 
special  legislation  given  to  manufactures  to  locate  here  on  the  Pine  Ridge  or  other 
Reservations  in  the  form  of  tax  relief  with  the  support  programs  to  address  social 
problems  with  employees. 

Some  years  back  similar  legislation  was  developed  for  American  companies  locat- 
ing in  U.S.  Territories  or  3rd  world  nations  called  "enterprise  zones".  There  has  to 
be  a  good  reason  for  manufactures  to  locate  out  here  and  that  will  only  happen 
through  special  legislation  in  Washington  DC. 

As  far  as  non-Indians  doing  business  on  reservations  I  do  have  definite  opinions. 
Paramount  and  of  highest  priority  is  to  protect  our  sovereignty.  The  reservation  is 
our  last  foothold  of  some  control  besides  the  unsettled  treaty  issues.  In  developing 
business  on  the  reservation  I  must  first  break  it  down  into  2  areas,  retailers  and 
wholesalers/manufactures.  I  definitely  believe  all  retail  business  should  be  owned 
by  at  least  51  percent  Indian  and  at  the  most  49  percent  non-Indian.  Opening  the 
door  to  joint  ventures  with  non-Indian  sources  gaining  their  knowledge  in  business 
etc.,  with  the  options  of  eventually  buying  out  the  non-Indian  interest.  Manufactur- 
ing is  a  different  area  and  I  feel  should  have  special  considerations  given  to  non- 
Indians  to  have  a  higher  percentage  of  ownership  with  the  option  of  employees  to 
partially  own  the  company.  At  no  time  though  do  I  agree  with  any  program  to  pro- 
mote more  than  49percent  ownership  by  a  non-Indian  or  non-Indian  company  on  the 
retail  side  of  the  coin.  I  believe  this  would  insure  and  protect  our  economic  base 
sovereignty. 

I  do  feel  that  we  need  government  reform  with  the  BIA,  first  to  change  its  policy 
on  trust  responsibility  from  being  the  controller  or  dictator  role  to  a  technical  as- 
sistance role.  I  also  feel  that  the  total  funding  of  the  BIA  should  be  examined  to  see 
how  much  of  the  total  budget  gets  to  the  grassroots  people.  There  have  been  rumors 
that  90  percent  of  the  annual  BIA  budget  is  used  administratively.  This  is  wrong 
and  needs  to  be  changed. 

Another  entity  is  the  Small  Business  Administration  in  Indian  country.  For  the 
most  part  I  feel  that  the  SBA  should  have  more  technical  assistance  available  in 
Indian  country.  The  7(j)  program  is  a  good  program,  however,  I  believe  that  funds 
should  be  specifically  allocated  for  use  of  tribal  members  doing  business  on  the  res- 
ervation. We  recently  ran  into  a  snag  with  SBA  and  I  feel  that  it  should  be  looked 
into.  First  of  all  the  SBA  has  awarded  my  wife  and  I  the  Region  8  Minority  Small 
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Business  Persons  of  the  year  award.  We  will  be  in  national  competition  with  10 
others  for  the  top  honor.  At  the  same  time  we  were  making  some  changes  in  our 
business,  based  on  a  sound  business  record  both  financially  and  from  a  management 
stand  point.  We  had  a  FIREA  appraisal  of  our  business  done  with  supported  an  ap- 
praised value  that  well  exceeded  the  debt  owed.  We  bought  out  our  non-Indian  part- 
ner based  on  this  appraisal  and  high  recommendation  from  our  bank.  The  SBA 
called  the  loan  we  had  with  them  immediately,  as  the  non-Indian  partner  would  no 
longer  be  personally  guaranteeing  payment.  So,  to  sum  this  up,  the  SBA  gave  an 
award  for  being  an  outstanding  profitable  sound  business,  and  on  the  other  hand, 
called  the  loan  as  soon  as  the  non-Indian  was  out  of  the  picture,  even  with  our  bank 
recommending  us  as  excellent  financial,  and  operational  managers.  We  employee  52 
employees  and  have  a  positive  track  record  of  3  years  and  a  sound  independent  ap- 
praisal to  support  the  record. 

Another  area  that  is  a  problem  is  avenues  to  administrative  programs.  There  are 
so  few  people  on  my  reservation  that  are  ready  or  have  the  experience  to  start  a 
business  that  it  is  hard  to  address  this  issue.  Building  trust  accountability  takes  a 
lot  of  time  with  lending  institutions.  We  have  had  a  lot  of  failures  on  the  Pine  Ridge 
and  we  don't  need  any  more.  Let  us  not  make  a  mistake  with  our  people  by  giving 
them  something  before  they  are  ready.  To  put  this  simply  you  would  not  hire  a 
plumber  to  do  an  electrical  engineers  job.  I  do  feel  there  are  some  of  my  people  ca- 
pable and  ready  to  start  business  and  it  is  these  people  we  must  find  and  help.  I  still 
feel  the  conventional  lending  institutions  are  the  avenues  we  must  still  use  with( 
any  special  programs,  just  the  fact  they  have  the  experience  and  are  detached  from 
political  pressure.  It  would  be  nice  to  have  our  own  bank  someday.  But  I  feel  that 
we  would  have  to  have  this  be  a  joint  venture  Indian,  non-Indian.  There  is  a  small 
private  pilot  project  called  the  "Lakota  Fund"  set  up  to  help  Indian  people  in  busi- 
ness with  small  loans  provided  they  go  through  their  training  or  technical  assist- 
ance program.  In  theory  this  sounds  good  but  often  when  put  into  practice  is  an- 
other thing  from  my  observations.  For  the  most  part  I  have  observed  that  many  of 
their  clients  are  not  ready  and  the  second  part  is  that  administratively  the  staff  has 
no  lending  experience.  Also,  there  is  no  account  for  social  problems  affecting  the 
clients. 

In  trying  to  end  this  testimony  I  might  say  that  we  have  a  long  way  to  go  and  it  is 

going  to  take  time  but  lets  begin  and  start  something  now  and  make  it  perpetual. 

We  have  been  able  to  be  successful  in  taking  52  employees,  many  of  them  drawing 

on  the  tax  dollar  and  turn  them  around  to  be  tax  payers.  Some  of  the  things  that 

we  have  been  doing  are  working.  Lets  explore,  examine  and  build  on  this. 

Thank  you.  „  _ 

"Bat    Pourier. 
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MEMORANDUM 

TO:  Tom,  Jaf 

THRU: 

FROM:  Darrell 

DATE:  September  10,  1993 

RE:  Gene  Gray/Comments  for  Small  Business  Committee  Field  Hearing  on  Development  of 

Indian-Owned  Businesses 

Gene  Gray  of  Rapid  City  visited  the  office  to  offer  some  comments 
on  Senator  Pressler's  recent  field  hearing  in  Pine  Ridge.  Gene 
did  not  know  about  the  hearing  until  after  the  fact.  He  said  he 
wished  he  had  been  notified  so  he  could  have  attended.  He  did 
want  to  offer  the  following  comments  and  attached  information  as 
part  of  the  written  testimony  for  this  hearing: 

1 )  He  suggests  that  federal  agencies  be  mandated  to  have  a 
specific  percentage  of  their  budgets  go  to  contracts/subcontracts 
with  Indian-owned  businesses.   The  percentage  could  be  based  on 
the  Indian  population  with  a  factor  of  1.5  to  help  account  for 
past  discrimination  against  Indian-owned  businesses.   This  would 
be  in  addition  to  the  existing  8(a)  set-aside  programs. 

2)  He  recommend  that  all  government  prime  contractors  who 
subcontract  with  Indian-owned  businesses  get  preferential 
treatment  in  bidding  on  future  government  contracts .   Perhaps 
some  point  system  formula  based  on  past  record  so  that  the  larger 
amount  a  prime  contractor  does  with  Indian  firms  the  larger  the 
preference  for  future  competitive  bids .  This  would  provide  some 
real  incentive  for  government  contractors  to  do  business  with 
Indian-owned  firms. 

3)  Spend  more  money  on  higher  education  and  vocational  training 
in  the  high-technology  fields.  Perhaps  put  a  branch  of  state 
university  on  the  reservations  with  programs  being  offered  in 
technical  fields.  This  would  be  in  addition  to  programs  offered 
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by  tribal  colleges. 

4)  U.S.  government  needs  a  comprehensive  data  base  for  all 
businesses.  Gene  claims  different  agencies  and  private  groups 
have  some  data  bases,  but  none  are  really  comprehensive. 

5)  PASS  system  through  SBA  "is  a  joke",  according  to  Gene.  He  has 
been  on  the  PASS  system  since  1982  and  has  only  been  contacted 
once  by  a  contractor  utilizing  the  PASS  system.  Do  contractors 
use  PASS?  If  so,  why  hasn't  he  been  contacted  more  from  it? 
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Gene  Gray,  o^. 

919  JXat*  gl  -  Suite  210    ■    <£apid  City.  Soutk  ^Dakota  57701 


605-348-8463 

Customized  Real-time  Computer  Software  Development 


Corporate 
Capability 
Statement 

•  Corporate 

Profile 

•  Significant 

External 
Contracts 

•  Engineering 

Resumes 


Services  and  Specialization 


Real-time  Software  Development 

Software  Engineering 

Avionics  and  Flight  Simulation  Software 

Computer  Graphics 

Microprocessor  Programming 

Video  Games 

Software  Relay  Logic  Switching 

I/O  Drivers  and  ASCII  Protocol 


Analog/Digital  Control  Systems 
Database  Applications 

Automatic  Test  Equipment  (ATE)  Software 
Software/Hardware  System  Integration 
Data  Acquisition  and  Control  Systems 
Computer  Simulation  and  Modeling 
Digital  Imaging  of  Analog  Signals 
Software  Diagnostics 


Gene  Cray,  Inc.,  a  South  Dahola  corporation  (est  1984).  is  a  Real-time  Software  Engineering  Company  that 
develops  Customised  Real-Time  Computer  Software  for  both  In-House  and  On-Customer-Sues  nationwide 
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Corporate  Profile 

Gene  Gray.  Inc.  is  a  small,  high  technology  engineering  company,  established  in  1 984.  that  special- 
izes in  customized  Computer  Software  and  Hardware  Engineering  Services  projects. 

Gene  Gray.  Inc  primary  Software  Engineering  expertise  lies  in  the  areas  of  on-customer-site  custom- 
ized real-time  computer  software  design,  implementation,  modification,  and  development. 

Our  main  areas  of  specialization  are: 

•  Real-time  Avionics  Software  Development 

•  Aircraft  Flight  Simulator  Software  Design  and  Development 

•  Computer  Simulation  and  Modeling 

•  Analog/Digital  Data  Acquisition  and  Control  Systems 

•  Software/Hardware  Systems  Integration 

Our  primary  Hardware  Engineering  areas  of  expertise  lies  in  mini  and  super-mini  computer  applica- 
tions, imbedded  microprocessor  systems,  customized  Analog/Digital  electronic  devices,  and  various  other 
computer  peripheral  equipment  and  systems. 

Gene  Gray.  Inc.  major  areas  of  technical  computer  expertise  includes: 

•  Processors:  Data  General,  DEC.  IBM  P/C's.  Sun  Microsystems.  H-P.  Intel.  Motorola,  and  others 

•  Computer  Languages:  FORTRAN.  C.  BASIC.  ADA.  ALGOL.  MACRO-1 1 .  several  Assemblers  and  others 

•  O/S:  RDOS.  AOS.  UNIX.  ULTRIX.  MS-DOS.  RSX-1 1M.  RT-1 1.  DCL.  and  sevral  other 

The  majority  of  the  clients  who  have  contracted  for  our  services  in  the  past,  are  either  large,  multi- 
national corporations  or  government  agencies. 

Over  90%  of  our  rendered  services  consist  of  customized  engineering  projects  implemented  at  the 
customer's  site  and  on  the  client's  software/hardware  equipment.  Thus.  Gene  Gray.  Inc.  stands  behind  our 
pledge  to  deliver  our  services,  from  our  central  address  in  South  Dakota  to  any  reasonable  place  in  North 
America  (or  elsewhere). 

Our  in-house  software  development  facilities  primarily  engages  in  systematic  third-generation  soft- 
ware concepts  for  database,  data  processing,  real-time  graphics,  and  video  display  applications. 

Our  management  staff  takes  an  economical,  jack-of-all-trades.  technical  approach  to  project  supervi- 
sion, with  each  member  of  our  staff  being  able  to  function  in  several  different  business  capacities.  Via  this 
method,  projects  are  never  delayed  unnecessarily  and  unwarranted  overhead  expenses  for  the  customer 
are  not  created.  Thus,  the  most  expedient,  highest  quality,  and  most  economical  services  can  be  rendered 
to  our  customers  by  the  staff  of  Gene  Gray.  Inc. 
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Miscellaneous  Data 

•  Gene  Gray,  Inc.  is  a  small,  economically  disadvantaged  business  that  is  100% 

American  Indian  Owned. 

•  Our  annual  sales  have  exceeded  $100,000. 

•  Our  U.S.  Small  Business  Administration  primary  SIC  Codes  are  7371  and  7373. 

•  Our  current  assets  are  worth  over  $100,000. 

•  Gene  Gray,  Inc.  has  been  certified  and  is  listed  in  the 

1 .  Aerospace  Industries  Association's  (AIA)  list  of  qualified  SADBUS  subcontractors 

ready  to  perform  on  government  contracts,  and 

2.  the  National  Directory  of  Minority  Owned  High-Tech  Businesses 


NOTE:  If  you  have  any  U.S.  government  contracts. Gene  Gray,  Inc.  qualifies  for  F.A.R.  26.1  and  52.226-1. 
the  "Indian  Incentive  Program"  and  the  "Utilization  of  Indian  Owned  Enterprises"  law,  which  provides  for 
overprice  compensation  and  mandates  in  all  Department  of  Defense  (DoD)  contracts,  that  "the  (prime 
government)  contractor  agrees  to  use  its  best  efforts  to  give  Indian  organizations  and  Indian  owned 
economic  enterprises  the  maximum  practicable  opportunity  to  participate  in  the  subcontracts  it  awards  to 
the  fullest  extent  consistent  with  efficient  performance  of  its  contract." 
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Gene  Gray,  0™ 

S  I  G  N  I  F  I  C  A  N  T   EXTERNAL 


CONTRACTS 


i«**i 


cp 


********** 

ProiecL  Systems  Networking  Software  Development 

Customer/End  User 


General  Electric-Medical  Systems 
Milwaukee.  Wisconsin 


Contract  Period 


Ho  1/90 


Designed  and  developed  software  (or  the  networking 
and  transferring  of  computer  files  between  several 
different  computer  systems. 


Project:  Telemeiery  Data  Reduction  and  Analysis 

Customer/End  User:  ARMTE-U.S.  Army  Maintenance  and 

Testing  Command 
White  Sands  Missile  Range,  New  Mexico 


Developed  a  real-time  multitasking  executive  pro- 
gram for  the  testing  and  monitoring  of  guided  missile 
systems  telemeiery  activity  for  multiple  users. 


Pro|ecl:  Alrcrafr  Flight  Simulator  Software  Development 

Customer/End  User: 


Sperry  Flight  Systems 
Phoenix.  Arizona 


Contract  Period: 
Summary: 


Designed  and  developed  software  (or  a  large,  real- 
time multitasking  aircraft  flight  smulator  system  for 
the  testing  of  avionics  navigational  Instruments 


Project: 
Customer/End  User 


********** 
Real-lime  Control  Systems  Software  Development 


Eaton.  Inc -Truck  Transmisslo  Dlv. 
Kalamazoo.  Michigan 

Contract  Period:  9/84  to  1/85 

Summary:  Designed  and  developed  software  for  a  real-time  con- 
trol system,  used  lo  lest,  minllor.  and  measure  truck 
transmission  mechanical  synchronizer  torque  and 
motion. 

********** 
Project:  CAD/CAM  Qolor  Graphics  Software  Design 

Customer/End  User:  Varian/Ulhography  Products  Division 

Gloucester.  Massachusetts 


Developed  specalized  software  for  designing  Ihe  geo- 
metric patterns  used  on  the  inside  of  an  l.C.  chip 
(Uoglc  gales,  vector  drawing,  fasl  fills.  X-Y 
translations,  etc.) 


*********i 


r***************************i 


r********i 


r******1 
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GENE  GRAY 

919  Main  Street    •     Rapid  City.  South  Dakota  57701 

605-348-8463 

Contract  Real-Time  Software  Engineer 

•  Processors:  Data  General.  DEC,  IBM  P/C's.  Sun  Microsystems.  H-P.  Intel,  Motorola,  and  others 

•  Computer  Languages:  FORTRAN,  C,  BASIC,  ADA.  ALGOL,  MACRO-1 1,  several  Assemblers,  and  others 
•  O/S:  RDOS,  AOS.  UNLX.  ULTR1X,  MS-DOS,  RSX-1 1M,  RT-1 1,  DCL,  and  several  others 

Areas  of  Specialization 

Real-time  Software  Development  Analog/Digital  Control  Systems 

Software  Engineering  Database  Applications 

Avionics  and  Flight  Simulation  Software  Automatic  Test  Equipment  (ATE)  Software 

Computer  Graphics  Software/Hardware  System  Integration 

Microprocessor  Programming  Data  Acquisition  and  Control  Systems 

Video  Games  Computer  Simulation  and  Modeling 

Software  Relay  Logic  Switching  Digital  Imaging  of  Analog  Signals 

I/O  Drivers  and  ASCII  Protocol  Software  Diagnostics 

Summary 

Since  the  mid-70's  and  until  present.  I  have  been  a  professional  Contract  Software  Engineer,  working  on  the  design  and 
development  of  On-Customer-Site  and  in-house  customized  computer  software  for  various  end-users  (ie.  General 
Electric,  White  Sands  Missile  Range,  Sperry  Corp..  Eaton.  Vanan  LPD.  Wang  Laboratories.  Gould  Laboratories.  Conco. 
Raytheon.  Rockwell  International  -  Collins  Gov't  Avionics,  etc.)  utilizing  minicomputer  and  microprocessor  systems. 

External  projects  usually  involved  real-time  software  development  for  .Analog  Digital  Data  Acquisition  and  Control  Systems. 
Aircraft  Flight  Simulators.  Computer  Graphics  and  Digital  Imaging  Systems,  Real-time  Avionics  applications,  or  Software/ 
Hardware  Systems  Integration. 

In-house  projects  consist  of  Artificial  Intelligence  applications.  Hybrid  Systems  Designs,  computer  graphics,  networking  and 
data  communicauons,  modeling  and  simulation,  bid  proposal  preparation,  business  marketing  and  management  activities, 
and  custom  system  software  development. 

Education 

•  B.S..  Electrical  Engineering  and  Math  major.  Computer  Science  minor 

State  University  of  New  York,  1974 

•  MS,  Doctonal  candidate  in  Computer  Science,  current  external  student 

(on  hold  at  present,  due  to  financial  reasons) 
Nova  University.  Florida 

Personal  Data 

•  Availability Single,  will  travel 

•  Bom Colorado  Springs,  Colorado 

•  Languages English,  fair  German,  slight  Spanish 

Note:  If  any  of  your  projects  involve  U.S.  Government  contracts.  Gene  Gray  qualifies  for  FAR.  26.1  and  52.226  compensauon. 
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1973  10  present  Professional  Contract  Software  Engineer  specializing  in  customized  software 

and  systems  design  as  per  customer  specifications,  either  in-house  or 
On-Customer-Siles  nationwide. 

1969  -  1973  Various  part-time  jobs  as  a  junior  engineer  or  as  an  electronics  engineering  technician  working  on 

specialized  analog  digital  test  equipment,  data  communications  systems,  and  audio  tape 
recording  equipment,  while  attending  college. 

Professional  Experience  -  1973  to  present 

SYSTEMS  DESIGN: 

Designed  proprietary  software  for  multi-tasking  graphics  with  pop-up/pull-down  windows  for  custom  video  applications,  and 
prepared  bench  mark  test  for  parallel  processing  speed  monitoring.  Utilization  of  DEC  VAX/8550  -  ULTRIX  "C".  for  applications 
modeling,  simulation  and  compiler  software  development.  Also  prepared  systems  software  (IBM-P/C  MOS-DOS)  for  an  AutoMenu 
Systems  Executive  Package,  data  reports  (Tatung  UN1X-SPARC0.  S)  for  naval  underwater  hardware  systems,  and  custom  fabrication 
assembly  and  testing  of  Intel  80386  and  80486  based  PCs. 

Design  of  configuration  and  system  specifcauons  for  several  customized  hybrid  mini-computer  systems.  Over  twenty  different 
hardware  and  software  features  evaluated  and  compared  on  over  a  dozen  different  vendors  products,  prior  to  selection  of: 
CPU  hardware,  memorv  requirements,  disk  size  and  style,  video  terminals,  printers,  speech  synthesizers,  magtape  drives,  software 
Operating  System,  compilers,  editors,  and  other  software  utilities 

AIRCRAFT  FLIGHT  SIMULATORS: 


Heavv  use  of  Data  General  ECLIPSE  RDOS  computers  for  real-time  simulation  of  aircraft  flight  (takeoff,  engine  thrust  flaps, 
magnetic  heading,  altitude,  airspeed,  climb  rate,  roll  &.  pilch. joystick  control,  navigational  radio  database;.  ARINC  429  discrete  data, 
autopilot,  landing,  etc.  I  for  testing  of  a\  ionics  na\  igauonal  instruments.  Software  techniques  included  multitasking,  overlays. 
FORTRAN.  .Assembly  Language,  modular  subroutine  program  structure.  IEEE  databus  real-ume  1  O.  and  menu  selection  of  flight 
parameters  (aircraft  type,  avionics  configuration,  weights,  fuel.  wind,  runways,  flight  reterence  systems,  valids.  etc) 

Also  preliminarv  studv  for  advanced  fighter  and  attack  aircraft  (F-l  4.  A-6)  domed  flight  simulator  systems,  emphasis  on  airdata  and 
visual  systems  (flight  maneuvering,  ground  view,  weather,  lights,  etc.  I  and  design  of  an  advanced  fesearch  mathematical  simulation  for 
a  spherical  rotauon  distribution  system  utilizing  real-time  Artificial  Intelligence  and  numerical  analysis  algorithms. 

DIGITAL  IMAGING/COMPUTER  TOMOGRAPHY  (3-Dimensional  Computer  Graphics): 

Advanced  scientific  medical  research  software  engineering  using  Data  General  ECLIPSE  and  MV-Senes  computers  for  digital 
imaging  reconstruction  on  Ramtek  video  displays.  3-dimensional  views  of  a  cross-section  plane  ( le.  slice )  of  an  object  exposed  to  an 
X-ray  scan.  Designs  of  memory  refreshing  plotting  routines  and  modificauon  of  Versatec  plot  packages  for  graphics  enhancement. 
Heavy  computer  analysis  of  X-ray  scan  test  data  (X-Y  plotting,  mathematical  computauons.  binary-block  structures  file  manipulation, 
etc.  I  for  use  in  developing  more  advanced  X-ray  detection  equipment.  Also  use  of  SUN  Microsystems  computer  workstations  under 
UNIX  for  routine  Data  Structures,  desktop  editing.  Sun  View  windows,  and  system  networking  software  development. 

MICROPROCESSOR  SYSTEMS: 


Microprocessor  software  development  using  both  cross-translators  down-loading  to  PROM  Burners  and  direct  microprocessor 
executive  assemblers  utilizing  Intel  ( 8086. 8080 1  and  Motorola  (68020  series )  systems  for  real-time  video  graphics,  memory  diagnosucs. 
real-time  control  of  computerized  X-ra\  machines,  imbedded  avionics  Cm-Board  Computer  (OBC)  microprocessor  systems,  and 
distributed  processing  applications. 

TELEMETRY.  RADAR  and  DATA  ACQUISITION  SYSTEMS: 

Design  and  development  of  a  real-ume  multitasking  executive  program  (Data  General  MV,' 10000  AOS  VS  FORTRAN-77)  for 
the  testing  and  monitoring  of  guided  missile  systems  telemetry  activity  for  multiple  users,  utilizing  various  CRT  video  screens  and  color 
graphics  for  real-ume  data  displaying 

Heavy  use  of  Data  General  ECLIPSE  and  NOVA  systems  under  RDOS  AOS  CLI  for  real-time  ATE  software  development 
(FORTRAN.  ALGOL)  for  radar  signal  processing  on  sophisticated  electronics  equipment  for  systems  integTauon  and  testing 
of  guidance  and  tracking  systems. 

REAL-TIME  PROCESS  CONTROL  SYSTEMS: 


Development  of  computer  ( Analog-Devices  M  ACSYM.  Data  General  NOV  A.  DEC  PDP- 1 1 )  software  for  measuring  analog 
signals  ivoltages.  currents,  power,  temperature,  pressure)  and  controlling  rela>  logic  switching  circuitry  in  several  specialized 
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analog-digital  scientific  measurement  and  control  test  facilities  for  data  collection  and  analysis.  Particular  applications:  mechanical 
synchronizer  torque  measurements,  control  of  temperature  and  wind  velocity  in  environmental  test  chambers,  and  cycling  of  advanced 
electro-chemical  energy  conversion  systems  for  Energy  research,  and  muluplexing  signal  sensor  monitoring  systems. 

Preparation  of  a  1 80-page  software  design  specification  which  detailed  a  specialized  software  controlling  operating  system,  material 
flow  sequences,  computer  hardware  configuration,  and  binary  file  layouts  for  a  computerized  (DEC  PDP-1 1  under  RSX-1 1M) 
material  handling  process  control  system.  Also  prepared  a  software  design  proposal  for  a  pipeline  control  and  monitor  station,  utilizing 
HP- 1 000  computers.  19"  color  graphics  multi-page  video  displays,  and  operator  CRT  menu  driven  commands  for  real-time  control  of  a 
1 00  mile  long  water  convevance  svstem  ( flow  direction,  depth  levels,  valve  control,  pressure  monitors,  flood  gate  rise  and  fall,  etc.),  and 
Design  Specification  review  of  a  global  satellite  monitoring  system  (SEL/32,  VAX-1 1/780)  for  earth  topography  and  atmospheric  data 
gathering. 
AVIONICS,  TELECOMMUNICATIONS,  and  AUTOMATIC  TEST  EQUIPMENT  I/O  DRIVERS: 

Graphics  software  designer  developing  a  CAD/CAM  software  (Data  General  FORTRAN  and  Assembly  Language)  editor  for 
Tektronix  41 13/41 15  color  graphics  terminals,  which  allowed  displaying  and  editing  (vector  drawing  &  fast  fills.  X-Y  translanons, 
color  indexing,  onset  displacement,  zoom,  pan,  etc.  of  various  geometric  patterns  contained  in  large  binary  datafiles  simulating  the  inside 
of  an  I.C.  chip' Also  developed  real-time  software  I/O  Drivers  for  Hewlett-Packard  Automatic  Test  Equipment  (Frequency  Counters, 
Power  Supplys,  A/D,  I/O  cards.  Pulse  and  Signal  Generators.  Audio  Analysizers.  Bit  Error  Detectors,  etc.)  accessed  via 
HP-programmable  controllers  utilizing  HP-IB/ IEEE-488  interface  bus  system. 

Scientific  and  Applications  programming  in  the  fields  of  avionics  and  telecommunications  for  satellite  communications  equipment 
and  a  specialized  Automatic  Telephone  Exchange  system.  Design  of  audio  filters  (Elliptic.  Chebyshev.  Butterworth.  etc.)  and  software 
circuit  analysis  of  various  filters,  phasing  networks,  attenuators,  logic  gates,  etc..  via  simulation  programs  (SPICE,  etc.)  and  direct 
programming  (FORTRAN-5  on  Univac  1 108)  to  ascertain  and  graphically  plot  gain,  frequency  and  time  response,  phase  shift, 
sensitivity,  etc..  and  scientific  mathematical  malnx  analysis.  Kalman  Filtering,  of  missile  trajectories  for  mil-sld  2167-A  specifications. 

PRIOR  DIRECT  EXPERIENCE: 

Hardware  engineering  positions  in  the  areas  of  geophysical  analog/digital  test  equipment  and  telephone  switching  networks 
(4  years),  and  audio  tape  recordin^equipment  ( 1  year).  Designed  circuits  and  built  prototypes  for  specialized  electronic 
test  equipment.   Also,  aviation  flight  training  and  solo  cross-country  flights  as  p/t  single-engine  aircraft  pUot. 

Summary  of  Software  Engineering  Experience 


Computer  Systems 

o/s 

Level 

Language 

Applications 

Total  Exper'ence 

Where  Used 

DATaGENER.AL 

ECLIPSES.  130.  S- 140. 

s.  zoo.  *  :5o  s.  :so 

C/30Q.C  330.  C  350 

NOVA4X_4   3.2 
MicroNOVA 

MV/4000 
MV.  10000 

MV/7800 

RDOS 

AOS  VS 
AOS 

Fortran;  4  5.  & — 

\LGOL 
ADA 

Dam  Xujimiuon  Svsimm 
\ircrafi  Riern  Simulator* 
CAD  l   wi  Graphics  Software 

Fault  IviIji..*  Detection 
Real-time  Control  Swiems 

Real-time  Simulation 

■-...L-nutn.   Binjrv   till  & 

Data  Base  \pplicanons 
Dismal  Imaeing'Computef 

General  Electric 

Riyiheori 

White  Sands  Missile  Ranee 

Sperrs  Fliglu  Svsiems 

Vanan,  LPD 

Lear  Siegler 

Gene  Gray,  Inc 

DEC 
VAX  8550 

PDP  11/70  II   34  ii  03 

ULTR1N 
RSX-1  IM 
RT-II 

FORTRAN 

MACRO- 11 

Real-tune  Control  Systems 

Cmple-  Dcclopmeni 

General  Elecinc 
Fairchild  Space  Systems 

GGI 

IBM 
PC\ 

MS-DOS 

Syttm.**™*. 

BASK 

VutoMcnu  Eiis:uuv* 

8Mos. 

GGI 

Sun  Workstation 
Triune  SPARC  SyMems 

sZrcos 

Software  Engineer 

FORTH  \n     77 

Data  Structures 

General  Elecinc 

HEWLETT-PACKARD 
HP-85   HP-^836 
hp-»h:5  HP-"8:&. 
HP- 1000 

P:  .gramme! 

BASIC 

VummaticTeu  Equipment 

Wane  UOnraionc* 
Eaton 

'in.,-'.    ■■  ■■ 

Motorola  MfrSOO.  MfiROOO 

■ 

ssttKr 

General  ElfCUX 
Armor- Dial 
NCR 
XefOI 

WALOG-DEVICES 

XMAC 

BASIC 

:Uan 

Genenl  Eleonc 

Olheri 

UnnaellOS 

Kwtm™™"' 

rORTR  \v> 

Database  Applications 

tas 

1  ollin-.  Gov -t  Avionics 
Sperry-Univac 

T^  COMING  SOON  TO  A  COLTER  NEAR  YOU  ^ 
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March  1,  1993 

US  Congressman  Tim  Johnson 
809  South  Street 
Rapid  City,  SD   57701 

RE:  Reluctance  of  Prime  Government  Contractors  to  provide  sub-contract 
opportunities  for  small  and  small  disadvantaged  businesses  (SB  &  SDB's) 
and  especially  American  Indian-owned  businesses. 

Dear  Congressman  Johnson: 

BACKGROUND 

Since  1973,  I  have  run  a  small  high-tech  American  Indian-owned 
business,  which  specializes  in  On-Customer  Site-Customized  Real-Time 
Computer  Software  Development.   Prior  to  the  George  Bush-Republican, recessic 
our  annual  sales  had  exceeded  $100,000,  but  due  to  the  recession  and 
the  Defense  budget  cuts,  our  sales  have  fallen  off  to  zero. 

'in  addition  to  the  recession  and  Defense  budget  cuts,  most  of  the 
large  prime  government  contractors,  which  in  the  past  has  accounted  for 
the  majority  of  my  business,  have  adopted  discrimination  policies 
against  hiring  and  doing  business  with  SB's  and  SDB's,  and  especially 
American  Indian-owned  businesses. 

Congress  has  recognized  this  problem  and  has  passed  various 
legislation,  which  requires  by  law,  that  certain  percentages  of  all 
large  government  contracts  be  sub-contracted  out  to  SB's  and  SDB's, 
but  in  spite  of  the  legislative  efforts  of  Congress,  nearly  all  of  the 
large  prime  contractors  constantly  find  loopholes  in  the  contracting 
laws  and  still  refuse  to  do  business  with  SB's  and  SDB's,  and  then 
tell  the  government  that  they  can't  find  qualified  SB's  to  perform 
work. 

In  the  case  of  Native  American  businesses  like  mine,  the  problem  is 
even  more  serious.   In  fact,  the  reluctance  of  prime  contractors  to 
hire  and  do  business  with  American  Indian  companies  is  so  great  that 
Congress,  in  1991,  passed  a  special  Federal  Acquisition  Regulation  (FAR) 
26-1  and  52-226-1  (copy  attached)  to  give  an  incentive  to  prime 
contractors  to  hire  Native  American  businesses,  and  made  via  FAR  and 
DFAR  defacto  laws  so  that  prime  contractors  will  endeavor  to  give 
maximum  opportunities  to  participate  in  subcontract  awards... and 
still  nearly  all  of  the  major  prime  contractors  still  do  everything 
possible  to  try  to  avoid  hiring  American  Indian  businesses  for 
subcontract  projects. 

SPECIFIC  CASE  IN  POINT 

Over  the  yea^s ,  I  have  on  numerous  occasions  contacted  General 
Electric  Aerospace  (several  different  divisions),  trying  to  obtain 
subcontract  work.   Three  weeks  ago,  a  large  technical  services 
contractor  in  the  northeast  contacted  me,  saying  that  they  had  been 
given  a  large  contract  by  GE  Aerospace,  and  were  seeking  the  subcontract 
our  part  of  the  work.  The  technical  services  contractor  was  Oxford 
International  of  Peabody,  Massachussetts. 


92 


PAGE  2 

At  the  time,  the  fact  that  I  was  an  SDB ,  Native  American,  and 
qualified  for  FAR  52-226-1  compensation,  was  discussed  in  detail. 
I  was  then  asked  to  speak  to  the  GE  Aerospace-Military  &  Data 
Systems  Operation's  engineering  staff  for  a  technical  evaluation 
and  qualification.   This  was  done  and  I  was  told  that  I  was  extremely 
well  qualified  for  the  project  (designing  real-time  avionics  and 
simulation  software  for  new  military  fighter  aircraft  and  helicopters) . 

Then  last  Monday  (Feb.  22,  1993),  I  was  told  that  everything  was 
set  for  a  start  date  of  March  1,  1993.   Then  late  on  Tuesday  (Feb.  23), 
I  was  notified  that  GE  Aerospace  had  decided  not  to  proceed  with  the 
contract.   On  Wednesday  (Feb.  24),  I  called  GE  Aerospace  and  asked  why, 
and  it  was  indicated  to  me  that  they  did  not  want  any  SDB's  on  the 
project  and  that  laws  requiring  SB's  and  SDB's  participation  on  federal 
contracts  did  not  apply  to  this  military  project,  arid  then  I  was  told 
that  they  had  decided  that  I  would  not  be  happy  in  their  environment. 
I  did  not  get  any  more  precise  answer  than  this.   I  also  asked  if 
there  was  any  possibility  of  getting  any  other  contract  work  with  GE 
Aerospace  in  the  future  and  was  told  NO,  and  not  to  bother  to  contact 
them  again  ever.   Again,  no  reason  was  given. 

Due  to  the  tone  of  voice  and  attitude  of  the  GE  Aerospace  contract 
decision  maker,  I  felt  that  this  was  racially-motivated  discrimination 
on  the  part  of  a  government  prime  contractor  to  exclude  a  qualified 
SDB  Native  American  from  participating  on  a  government  contract. 

I  followed  up  this  incident  with  a  phone  call  to  GE  Aerospace's 
small  business  office,  and  was  told  that  they  would  make  some  phone 
calls  and  see  what  was  what.   As  of  this  writing,  I  have  heard  nothing 
more  on  the  matter. 

Widespread  Discrimination  Exists  by  Large  Prime  Contractors  against 
SDBs  and' Native  American  Businesses 

I  constantly  speak  to  the  large  prime  contractor  trying  to  get 
subcontract  work  and  many  have  told  me  flat  out,  that  irregardless  of 
what  the  federal  laws  are  pertaining  to  contracting  on  federal  contracts, 
they  do  not  wish  to  hire  or  do  business  with  SB's  or  SDB's  and  that 
they  prefer  to  deal  only  with  large  companies. 

File  a  Complaint 

In  that  a  large  portion  of  the  work  that  I  do  is  ultimately 
for  the  Department  of  Defense,  there  needs  to  be  an  office  or  board 
established  to  handle  complaints  and  protest  occurrences  like  the  above 
incident  (so  far  as  I  know,  there  is  no  one  to  complain  to  now) . 

The  laws  currently  in  existence  have  no  way  of  being  enforced, 
and  there  are  numerous  loopholes  which  allow  the  prime  contractor  to 
refuse  to  hire  or  deal  with  anyone  that  they  wish. 

If  there  is  any  way  that  you  can  contact  the  Department  of  Defense 
on  my  behalf  and  register  a  complaint  over  the  discrimination 
perpetuated  by  large  prime  government  contractors  against  SB's,  SDB's 
and  Native  American-owned  businesses,  it  would  be  appreciated. 
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PAGE  3 

Also  attached  is  a  copy  of  my  corporate  capability  statement, 
which  shows  that  I  am  technically  qualified  and  have  the  experience 
to  perform  on  federal  contracts.   If  you  know  of  any  government  agency 
or  company  that  has  an  interest  in  hiring  a  high-tech,  Native  American 
SDB,  please  pass  it  on,  as  I  need  work  badly. 


Thank  you. 


Your  ditfcrimin 


%Ud^ 


le  Gary 
Grakoe  Systems,  Inc. 
919  Main  Street,  Suite  210 
Rapid  City,  SD   57701 

(605)   348-8463 


Attached:   FAR  26.1  and  52.226-1 
Corporate  Capability  Statement 
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MARTIN  MARIETTA 

SIMULATION  &  AUTOMATED  SYSTEMS 


POST  OFFICE  BOX  2S2S 

1600  INTERNATIONAL  SPEEDWAY  BOULEVARD 

DAYTONA  BEACH.  FLORIDA  32120 


Mr.  Gene  Gray,  Inc. 
Grakoe  System,  Inc. 
919  Main  Street,  Suite  210 
Rapid  City,  South  Dakota  57701 


F.  Jane  Spriggs 
Building  #6,  Room  6520 
May  13,  1993 


Subject: 


Letter  to  US  Congressman  Tim  Johnson 
from  Mr.  Gene  Gray,  Grakoe  Systems,  Inc. 


dated  March  1,  1993 


Dear  Mr.  Gray, 


Please  find  attached  Martin  Marietta  Simulation  and  Automated  Systems'  (formerly  a  GE 
Aerospace  facility)  response  to  Russell  B.  Nielsen,  Deputy  of  Small  Business,  Defense 
Logistic  Agency  -  DCMAO  of  Orlando,  Florida  concerning  the  subject  letter. 

Contact  was  made  with  Mr.  Bill  Reid,  Manager  of  Small  Business  Programs  for  the  former 
GE  Aerospace  locations  concerning  this  issue.  He  recalls  having  phone  conversations  with 
you;  however,  the  specifics  of  the  M&DSO  exchange  was  not  discussed.  Mr.  Reid 
committed  to  distributing  your  capabilities  statement  to  GE  Aircraft  Engines  and  to  GE 
Corporate  for  consideration  as  a  candidate  for  future  Corporate  Technical  Service 
Agreements.  Mr.  Reid  followed  through  with  that  committment  within  a  matter  of  weeks 
from  the  day  of  request. 

If  you  have  questions  or  require  additional  information,  please  contact  my  office  at  (904) 
239-2880. 


F.  Jirle  Spriggs 

Small  Business  Liaison  Officer 


cc:  Bill  Reid 
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internal  Memo 


MARTIN  MARIETTA 


To: 
From: 

Subject 
Date: 


Managoment  &  Data  Sytlama 

P.O.  Box  2825.  Oaytona  Bea.cn  PL  32120-2S2S 

DIAL  COMM:  S't20-7St2 


Jane  Sprigg9,  Small  Business  Office 

Dave  Biggs.  Manager  -  MSSP  Systems  Engineering     /./[ 


Discrimination  Complaint 
May  5,  1993 


In  response  to  the  letter  you  received  from  Mr  Gene  Gray  alleging  discrimination,  I  would  like  to  enter  the 
following  information  into  the  record. 

I  received  Mr  Gray's  rssurr.s  'rzrr.  ere  cf  my  labor  subcontract  companies,  Oxford  International,  and  had  my 
chief  engineer  call  him  for  a  phone  interview.  Mr  Gray  was  technically  qualified  for  the  position,  and  l  starteo 
the  paperwork  to  bring  him  aboard  via  Oxford  International.  At  approximately  the  same  time,  the  chief  engi- 
neer at  site  decided  that  due  to  the  learning  curve  involved,  his  requirement  was  really  for  an  individual  who 
had  experience  on  the  existing  system,  ie  a  GE  employee.  I  therefore  sent  out  one  of  our  engineers  from 
Daytona,  and  started  to  look  at  Mr  Gray  to  backfill  some  work  here.  However,  during  discussions  with  Mr 
Gray,  he  disclosed  that  he  required  a  guaranteed  50  hours  per  week,  and  that  he  wanted  to  contract  directly 
with  GE,  rather  than  through  Oxford  International.  Due  to  the  nature  of  the  task,  I  could  not  make  that  guar- 
antee as  to  a  preset  number  of  hours.  Also  this  seemed  a  misrepresentation  on  his  part  to  have  been  work- 
ing with  Oxford  International,  but  then  trying  to  contract  directly.  I  did  not  have  the  material  dollars  or  sched- 
ule time  available  to  set  up  a  material  subcontract  with  his  company  and  could  not  justify  a  sole  source 
award.  We  are  required  lo  use  approved  vendors  as  labor  subcontractors,  and  they  are  to  be  used  to  fill 
short-term  requirements.  I  Informed  Mr  Gray  that  I  could  not  meet  hj§  requirements,  and  therefore  could 
not  use  him.  Discussion  became  difficult,  probably  due  to  hia  frustration.  He  then  mentioned  that  he  was  a 
minority-owned  small  business.  However,  I  did  not  say  that  he  could  not  call  me  back,  but  that  he  would 
have  better  luck  working  with  our  established  subcontracts  organization  and  becoming  an  approved  ven- 
dor. He  brought  up  the  information  about  the  differential  payment  in  the  FAR,  but  I  did  not  see  how  that  could 
help  due  to  the  short  time  frame  involved  in  this  assignment.  Getting  the  proper  paperwork  and  approvals 
would  have  taken  as  long  as  the  assignment. 

I  have  no  oroblem  using  SB's  or  SDB's.  In  fact,  In  many  circumstances,  we  do  use  those  companies.  How- 
ever, in  this  particular  case,  we  had  neither  the  time  or  material  uuntus  io  do  so  effectively. 


Copies: 
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MARTIN  MARIETTA  post  office  box  aus 

SIMULATION  &  AUTOMATED  SYSTEMS  <«»  intehnatktnai.  speedway  boulevabo 

OAYTONA  BEACH.  FLORIOA  3?120 


F.  Jane  Spriggs 
Building  #6,  Room  6520 
May  5,  1993 

Defense  Contract  Management  Area  Operations,  Orlando 
Attention:  DCMDS-GODU/Mr.  Russell  B.  Nielsen 
3555  Maguire  Boulevard 
Orlando  FL  32803-3726 

Subject:  Letter  to  US  Congressman  Tim  Johnson  from  Mr.  Gene  Gray,  dated  March  1,  1993 

Dear  Mr.  Nielsen, 

The  Simulation  and  Automated  Systems  of  Martin  Marietta  Corporation  (formerly  a  GE 
Aerospace  facility)  would  like  to  thank  you  for  the  opportunity  to  respond  to  the  subject 
letter.  Since  receipt  of  this  letter  Monday,  May  3rd,  numerous  inquiries  have  been  made  to 
further  understand  the  circumstances  that  surround  the  situation  described  by  Mr.  Gray. 

Mr.  Gray's  point  of  contact  into  the  Military  &  Data  Systems  Operations  for  the  procurement 
opportunity  in  question  was  the  Manager  of  MSSP  Systems  Engineering,  Mr.  Dave  Biggs. 
Attached  is  Mr.  Biggs'  written  response  to  Mr.  Gray's  letter.  It  is  our  position  that  Mr.  Gray 
was  given  limited  consideration  on  this  specific  procurement  due  to  his  requirement  for  a 
preset  number  of  guaranteed  hours  and  not  due  to  any  form  of  discrimination. 

Every  effort  is  made  by  each  of  the  Martin  Marietta  components  (inclusive  of  former  GE 
Aerospace  locations)  to  utilize  Small  and  Small  Disadvantaged  Businesses  (SDBs).  In  fact, 
some  of  our  largest  and  most  successful  procurements  in  recent  years  have  been  made  with 
Native  American  Indian-owned  businesses.  In  1991,  our  Burlington  Aerospace  location 
made  an  award  to  Cherokee  Nation,  a  SDB  specializing  in  cable  assembly,  that  exceed  $1.3 
million.  Moreover,  this  particular  award  permitted  us  to  invoke  the  use  of  Public  Law  100- 
44?  (Section  7  of  the  America."-  Indian  Financing  Ac?.  19^4)  vherebv  the  "ovemmen! 
reimbursed  GE  Aerospace  for  a  bid  differential  of  3%. 

If  you  have  questions  or  require  additional  information,  please  contact  my  office  at  (904) 
239-2880. 

Sincerely, 


F.  JaTie  Spriggs 


Small  Business  Liaison  Officer 
cc:  Bill  Reid,  John  Vogel,  Dave  Biggs,  Gene  Gray 
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Grakoe  Systems,  One. 

g  j  g  attain  <~>t.  -  <^uiif  z ;  o 

eRafLlA  City,  <Sou.tk  Dakota  5  770  I 


M^\ 


Real-time  Scientific  Computer  Programmers 
A/D  Control  Systems  •  Computer  Qraprna  •  Database  Soft 


May  25,  1993 


U.S.  Congressman  Tim  Johnson  of  South  Dakota 
U.S.  House  of  Represenatives 
Washington,  D.C. 

Re:   Response  to  Martin-Marietta  (GE)  reply  of  5-MAY-93  to  my  letter 
to  you  of  l-MAR-93. 


Dear  Congressman  Johnson, 


The  following  comments  are  my  response  to  Martin-Marietta's  reply 
to  my  letter  to  you  of  March  1,  1993: 

1.  Oxford  International  did  not  contact  me  until  over  two  months 
after  I  had  last  contacted  GE  Aerospace  seeking  contract  work. 

GE  Aerospace  Small  Business  Liasion  Offices  were  provided  with  copies 
of  my  Corporate  Capability  Statement  and  resume  long  before  I  was 
contacted  by  Oxford  International. 

2.  I  did  not  make  any  contact  with  Dave  Briggs,  Manager  of  MSSP 
Systems  Engineering,  concerning  working  for  GE  Aerospace  until 
24-FEB-93,  at  which  time  Oxford  International  was  totally  out  of  the 
picture.  Any  and  all  discussions  with  Oxford  International  ended 

on  23-FEB-93,  when  I  was  told  by  them  that  they  were  not  interested 
in  hiring  me  for  any  of  their  projects. 

3.  Upon  contacting  Mr  Biggs  via  telephone  to  discuss  any  possible 
contract  opportunities  with  GE  Aerospace,  he  immediately  and  bluntly 
stated  to  me  that  he  did  not  want  to  hire  any  small  disadvantaged 
businesses  for  his  projects.  There  was  no  discussion  as  to  what  any 
of  his  projects  were,  and  there  was  no  discussion  as  to  what  I  charge 

or  hours  that  I  work.  (Note:  There  was  discussion  with  Oxford  International 
as  to  providing  work  or  accepting  invoice  billing  for  50  hours  minimum 
per  week,  if  charge  was  to  be  made  on  an  hourly  basis,  but  Oxford 
International  said  that  they  had  no  objection  or  problem  with  that.) 

4.  Additionally,  Mr  Biggs  told  me  to  contact  a  Pat  Bellaney.  at 
215-962-3671  to  become  an  "approved  GE  vendor",  upon  calling  that 
number  I  was  told  that  that  was  the  wrong  number  to  call  and  that 
there  was  no  no  such  person  as  Pat  Bellaney  in  GE's  Procurement 
and  Sourcing  Dept. 
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5.  I  mentioned  to  Mr  Biggs  that  thare  were  numereous  federal 
laws  that  require  major  prime  DoD  contractors  to  give  maximum 
opportunities  for  subcontracting  on  government  contracts  to  SB's, 
SDB's,  and  American  Indian  owned  businesses,  whereupon  Mr  Biggs  said 
that  GE  adheared  to  certain  percentages  of  awards  to  minority- 
businesses  on  material  goods,  but  they  did  not  and  were  not  required 
to  adhere  to  any  percentages  of  awards  of  subcontracts  for  services 
contracts. 

6.  Then  finally,  I  asked  if  there  was  any  possibility  of  getting 
any  work  with  his  division  in  the  future,  and  he  specifically  told 
me  NO,  and  not  to  ever  bother  to  contact  him  again.  I  offered  to 
send  him  a  copy  of  my  Corporate  Capability  Statement,  and  he  told 
me  not  to  bother,  as  he  did  not  even  want  to  see  it.  It  was  clear 
to  me  from  the  tone  of  voice  used  and  attitude  of  Mr  Biggs  that 

he  just  didn't  want  to  hire  any  small  or  small  disadvantaged 
(ie.  minority  owned)  businesses  for  any  of  his  projects. 

7.  I  do  not  feel  that  Mr  Biggs  attitude  representated  the  policy 
of  Martin-Marietta  (GE)  as  a  company,  his  attitude  and  policies 
are  those  of  one  indivual  that  just  happens  to  be  one  of 
Martin-Marietta's  (GE)  senior  management  decision  makers. 

************************************* 

All  of  the  remarks  in  mr  Biggs  5-MAY-93  memo  to  Jane  Spriggs, 
which  are  contrary  to  the  above  are  totally  untrue. 

I  had  an  extensive  half-an-hour  telephoe  conversation  with 
Miss  Spriggs  concerning  this  matter  and  Martin-Marietta's  procurement 
policies,  and  what  came  across  is  that  in  spite  of  the  efforts  of 
the  Martin-Marietta  (GE)  SB  and  SDB  represenatives  to  get  qualified 
SB's  and  SDB's  onto  the  "approved  GE  vendors"  list,  it  is  extremely 
difficult  to  do  so. 

This  in  itself  is  a  very  subtle  way  way  of  promoting  discrimination, 
ie.  only  let  a  select  few  companies  get  on  the  list,  and  then  refuse 
to  hire  anyone  that  is  not  on  the  list. 

This  reminds  me  of  the  cases  where  a  black  person  is  denied  the 
right  to  play  golf  on  a  white  owned  country  club  golf  course,  and  then 
claims  discrimination.  Then  the  golf  course  says  that  there  is  no 
discrimination,  and  that  anyone  that  is  a  member  of  the  country  club 
can  play  golf  on  their  green.  Then  it  is  discovered  that  in  over  a 
thousand  country  club  membership  aplications  by  blacks,  none  have  ever 
been  approved  during  the  entire  fifty  year  history  of  the  country  club. 

I  have  been  trying  since  1982,  twelve  years,  to  get  on  GE  Aerospace's 
"approved  vendor  list". 

Such  is  the  way  life  is  in  doing  business  in  America. 

Thank  you  for  looking  into  this  matter  for  me. 

Your  constituent. 
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Testimony  of  Patrick  Andrezejek 

The  Native  American  Economic  Development  Program  (NAEDP)  is  a  business 
technical  assistance  initiative.  The  NAEDP  mission  is  to:  "establish  an  infrastruc- 
ture of  Indian  owned  businesses  in  or  near  tribal  communities,  increase  the  circula- 
tion of  monies  within  the  reservation  and  improve  the  standard  of  living."  The  pro- 
gram targets  Native  American  Entrepreneurs  who  are  focused  on  establishing  or  ex- 
panding retail  or  service  businesses,  in  or  near  tribal  communities.  Participating 
pilot  tribes  and  tribal  members  are  the  Rosebud  Sioux  and  Oglala  Sioux  of  South 
Dakota. 

Since  the  program's  inception  in  1987,  business  consulting  sensitive  to  the  special 
needs  of  Indians  has  been  provided  by  NAEDP  to  more  than  200  Native  American 
clients.  In  an  economic  system  noted  for  its  absence  of  business  establishments,  the 
program  has  helped  start,  expand  or  complete  a  change  in  ownership  of  more  than 
32  businesses.  After  5  years,  these  Indian  owned  businesses  have  a  82  percent  suc- 
cess ratio  with  26  continuing  to  operate:  a  success  ratio  far  exceeding  the  national 
average.  These  firms  created  more  than  ninety  jobs  in  an  environment  character- 
ized by  unemployment  in  excess  of  80  percent.  The  program  has  also  advised  tribes 
and  individuals  in  eight  instances  not  to  become  involved  in  certain  business  ven- 
tures because,  after  significant  study,  we  felt  they  were  destined  to  failure.  In  seven 
of  the  eight  cases  our  advice  was  followed.  In  the  remaining  case,  the  tribe  proceed- 
ed with  the  venture,  and  unfortunately,  the  business  was  bankrupt  in  6  months. 

NAEDP  has  experienced  unique  success  in  a  difficult  business  environment  for 
the  following  reasons:  the  program  has  a  receptive  client  constituency,  the  pro- 
gram's mission  is  specific  and  targeted,  the  consulting  is  practical,  and  program 
management  is  goal  oriented.  The  NAEDP  model  proves  the  value  of  long  term  con- 
sulting. 

The  NAEDP  model  offers  a  "unique  partnership".  All  program  partners  have  a 
special  contribution  and  investment.  First,  the  partnership  must  be  driven  by  the 
needs  of  motivated  individual  tribal  members,  as  they  are  the  critical  component. 
Other  partners  include:  tribal  government  (networking),  Department  of  Interior 
(funding),  Higher  Education  (technical  skills),  and  the  private  sector  (capital).  All  of 
the  partners  are  interdependent  and  no  one  partner  dominates  the  relationship. 

Individuals  and  tribes  want  to  participate  and  experience  business  ownership  and 
achieve  personal  financial  stability.  However,  there  are  problems  to  overcome.  The 
following  is  an  overview  of  problems  and  solutions. 

PROBLEM'S  RELATED  TO  ECONOMIC  DEVELOPMENT  ON  INDIAN  RESERVATIONS 

(1)  Lack  of  equity  capital.  As  with  most  business  ventures,  the  major  road  block  to 
financing  a  business  in  Indian  country  is  lack  of  equity  or  inadequate  equity  on  the 
part  of  the  individual!  s)  who  wants  to  start  a  business.  Although  funds  for  Business 
Development  Grants  on  Indian  Reservations  are  appropriated  by  Congress,  the 
amount  and  consistency  of  the  dollars  is  often  inadequate.  Funds  meant  to  go  to 
Business  Development  Grants  have  been  diverted  to  other  areas  to  cover  other  ex- 
penditures. 

To  remedy  this  situation,  Congress  must  continue  to  appropriate  funds  for  Indian 
Business  Development  Grants,  and  the  Bureau  of  Indian  Affairs  must  make  sure 
that  these  funds  are  not  diverted  to  other  areas. 

(2)  A  prevalent  attitude  of  people  involved  in  economic  development  that  business 
ventures  in  Indian  country  are  destined  to  fail.  This  creates  a  defeatist  mind  set  and 
leads  to  a  self-fulfilling  prophesy  of  failure.  There  are  success  stories  in  Indian  coun- 
try. A  concerted  effort  should  be  made  to  examine  past  and  current  business  ven- 
tures to  learn  from  their  successes  and  failures.  For  example,  the  moccasin  factory 
on  the  Pine  Ridge  Reservation  existed  for  20  years.  Although  it  eventually  closed  its 
doors,  20  years  is  a  significant  lifetime  for  a  business. 

(3)  Interference  of  politics  in  tribal  business  ventures.  The  two  major  problems 
are:  (1)  Tribal  politicians  often  interfere  with  personnel  policies  an  procedures  of  a 
business  venture,  (2)  tribes,  often  starved  for  money,  take  money  from  their  own 
tribal  enterprises.  THE  SOLUTION  to  this  is  for  tribes  to  charter  their  enterprises 
and  insulate  them  from  tribal  politics.  A  good  example  of  this  is  Sinte  Gleska  Uni- 
versity on  the  Rosebud  Reservation.  It  has  a  tribal  charter,  and  is  insulated  from 
interference  through  strong  leadership.  The  Shoshoni  Bannock  of  Fort  Hall,  Idaho 
has  also  made  significant  strides  in  overcoming  this  practice.  A  good  hard  look  at 
their  policies  and  practices  may  be  worthwhile. 

It  should  be  noted  that  Sinte  Gleska  University  on  Rosebud  is  developing  a  bache- 
lor's degree  in  tribal  management.  A  part  of  their  curriculum  should  explain  how  to 
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build  strong  organizations  and  enterprises  to  overcome  the  destructive  effects  of  po- 
litical interference. 

(4)  Lack  of  understanding  of  Indian  culture  by  non-Indians  and  a  feeling  amongst 
Indians  that  they  must  sacrifice  their  culture  to  be  good  business  people.  Indian 
people  have  a  beautiful  culture.  They  have  a  concept  of  sharing  wealth.  Those  who 
have,  share  with  those  who  do  not.  For  business  enterprises,  education  and  a  code  of 
ethics  should  be  developed  to  show  that  business  expenses  must  be  paid  before  the 
net  profits  are  shared. 

(5)  Need  to  establish  a  written  policy  that  defines  what  needs  to  be  done  to  create 
a  valid  contract  and  start  a  business.  Since  this  varies  from  tribe  to  tribe  according 
to  their  constitutions,  each  tribe,  in  cooperation  with  the  Bureau  of  Indian  Affairs 
Agency  office,  should  develop  their  own  written  policy  on  what  needs  to  be  done  to 
create  a  valid  contract.  This  would  help  individual(s)  interested  in  starting  a  busi- 
ness and  potential  investors  better  follow  the  procedures. 

(6)  Lenders  reluctance  to  loan  monies  in  Indian  country.  In  most  cases,  lenders 
are  unwilling  to  lend  monies  to  businesses  in  Indian  country.  The  lenders  say  they 
do  not  care  to  become  involved  in  these  projects  because  they  are  unable  to  perfect 
a  lien  on  property  held  in  Indian  county.  This  is  not  true.  The  problem  is  that  most 
attorneys  are  uninformed  about  perfecting  liens  on  Indian  land.  This  could  be  over- 
come by  tribes  working  with  lenders  and  whoever  else  may  need  be  involved  to 
overcome  this  fear.  An  excellent  example  can  be  found  on  the  Rosebud  Reservation. 
Kernit  Grimshaw,  president  of  the  Farmers  State  Bank  of  Winner,  Mission  Branch, 
does  an  excellent  job  of  working  with  Indian  people  to  develop  businesses  and  loan 
portfolios. 

(7)  Lack  of  good,  consistent  technical  assistance  for  business  development  in 
Indian  country.  There  are  different  kinds  of  development  happening  in  Indian  coun- 
try, e.  g.,  business  development,  infrastructure  and  economic  development,  etc.  Pro- 
viders of  technical  assistance  to  tribes  must  be  aware  of  this,  and  be  able  to  provide 
the  type  of  expertise  needed  for  each  type  of  development. 

To  provide  good,  consistent  technical  assistance,  the  provider  must  be  prepared  to: 
(1)  offer  long-term  assistance  to  tribal  members  and  tribal  entities  who  wish  to  start 
or  expand  their  businesses;  (2)  understand  the  needs  of  the  districts  and  the  tribe 
and  be  involved  in  the  tribe's  long-range  economic  development  plans;  (3)  develop 
partnership  with  motivated  individual  tribal  members,  tribal  governments,  private 
and  public  sector  lenders,  and  tribal  and  state  colleges.  All  of  the  partners  are  inter- 
dependent and  no  one  partner  dominates  the  relationship. 
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NATIVE  AMERICAN 

ECONOMIC 

DEVELOPMENT  PROJECT 


PRESENTATION  TO: 

ADA  DEER 

ASSISTANT  SECRETARY  OF  INDIAN  AFFAIRS 


Prepared  by: 

Don  Greenfield,  SBDC  State  Director 

Patrick  J.  andrzejek,  NAEDP  Business  Consultant 
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September  1,  199  3 


Senator  Larry  Pressler 
Minority  Ranking  Member 
US  Senate  Committee 
Small  Business 

Senator  Pressler, 

Enclosed  you  will  find  an  explanation  of  the  Native  American 
Economic  Development  Project  (NAEDP)  and  a  summary  of  its 
accomplishments  over  the  past  six  years.  I  would  like  to  submit 
this  to  your  committee  to  show  some  of  the  effort  which  has  been 
made  over  the  past  years  to  improve  economic  conditions  on  Indian 
Reservations  in  South  Dakota.  I  believe  the  program  has  an 
excellent  record  of  success  and  could  greatly  help  economic 
conditions  on  other  Reservations  across  the  country  if  expanded. 

I  would  like  to  thank  you  for  inviting  me  to  testify  to  your 
committee  and  hope  you  find  the  information  useful. 


Patrick  Andrzej/ek 

Director  NAEDP 

Business  Opportunity  Center 

University  of  South  Dakota  Vermillion 

414  East  Clark 

Vermillion,  South  Dakota 

57069 
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NATIVE  AMERICAN  ECONOMIC  DEVELOPMENT  PROGRAM  (NAEDP) 
PILOT  PROJECT 


The  Native  American  Economic  Development  Program  (NAEDP)  is  a 
business  technical  assistance  initiative.  The  NAEDP  mission  is: 
"Establish  an  infrastructure  of  Indian  owned  businesses  in  or  near 
Tribal  Communities,  increase  the  circulation  of  monies  within  the 
reservation  and  improve  the  standard  of  living."  The  program 
targets  Native  American  Entrepreneurs  who  are  focused  on 
establishing  or  expanding  retail  or  service  businesses,  on  or  near 
Tribal  communities.  Participating  pilot  tribes  and  tribal  members 
are  the  Rosebud  Sioux  or  Yankton  Sioux  (South  Dakota) . 

Since  the  program's  inception,  business  consulting  sensitive  to  the 
special  needs  of  Indians  has  been  provided  by  NAEDP  to  more  than 
200  Native  American  clients.  In  an  economic  system  noted  for  its 
absence  of  business  establishments,  the  program  has  helped  start, 
expand  or  complete  a  change  in  ownership  of  more  than  3  2 
businesses.  After  five  years  these  Indian  owned  businesses  have  a 
82%  success  ratio  with  25  continuing  to  operate:  a  success  ratio 
far  exceeding  the  national  average.  These  firms  created  more  than 
ninety  jobs  in  an  environment  characterized  by  unemployment  in 
excess  of  80%. 

NAEDP  has  experienced  unique  success  in  a  difficult  business 
environment  for  the  following  reasons:  the  program  has  a  receptive 
client  constituency,  the  program's  mission  is  specific  and 
targeted,  the  consulting  is  practical,  and  program  management  is 
goal  oriented.  The  NAEDP  model  proves  the  value  of  long  term 
consulting. 

The  NAEDP  model  works  where  others  have  failed  because  it  is  made 
up  of  a  "unique  partnership".  All  program  partners  have  a  special 
contribution  and  investment.  First,  the  partnership  must  be  driven 
by  the  needs  of  motivated  individual  Native  American  Tribal 
members,  as  they  are  the  critical  component.  Other  partners 
include:  Tribal  Government  (Networking) ,  Department  of  Interior 
(Funding) ,  Higher  Education  (Tech  Skills) ,  and  the  Private  Sector 
(Capital)  .  All  of  the  partners  are  interdependent  and  no  one 
partner  dominates  the  relationship. 

Does  the  NAEDP  model  represent  an  opportunity  for  other  tribal 
members  and  can  it  be  replicated  in  other  geographic  locations? 
NAEDP  is  a  successful  model  returning  twenty  five  dollars  for  every 
dollar  invested.  Similar  economic  problems  are  present  in  most 
tribal  communities.  Tribes  have  repeatedly  requested  NAEDP-type 
assistance  for  their  members.  Partnership  members  exist  in  each 
location.  Therefore,  it  is  recommended  the  successful  NAEDP  Pilot 
be  replicated  to  a  multi-state  demonstration  project. 

Individual  Native  Americans  want  to  participate  and  experience 
business  ownership  and  achieve  personal  financial  stability. 


104 


Finally,  "the  shared  vision"  of  client  and  consultant  is  important 
to  the  programs  unique  success  and  produces  successful  clients  and 
successful  businesses. 
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ALEX  LUMBERMAN,  S8.  —    V  ~  — -  <-" ~ CHARLES  WhITEPIPE,  A 

President  Treasure 

KSE3LD  .HClArt  2l5EXVAr.CS 
NORMAN  W1LSCN                                                                      XISEBCD.  SOUTH  DAKOTA  17570  G£SR/  GQRDAN 

Vice-President  .  „  . Secretary 

JCHN  ARCOREN,  SR. 
Sargeant  at  Arms 


August  11 ,  19 

Ada  Deer.  Assistant  Secretary 
of  Indian  Affairs 
Interior  Bldg. ,  .-ocm  4150 
1349  C  Street 

Washington,  DC   : : 1 4 : 

Dear  Ms.  Deer: 

The  Native   American  Economic  Development   Project   (NAEDP)   is 
important  to  the  overall  economic  development  of  the  Rosebud  Sioux* 
Trine,  and  I  am  writing  this  letter  of  support  to  ask  for  its 
continuation  and  support  from  your  office. 

The  Native  American  Economic  Development  Project  (NAEDP),  isJ  a 
cooperative  effort  between  the  U.S.  Department  of  Interior,  the 
Rosebud  and  Oglala  Sioux  Tribes,  University  of  South  Dakota  School 
of  Business  and  South  Dakota  Small  Business  Development  Center 
(S3DC).  The  Rosebud  Sioux  Tribe  has  provided  partial  funding  for 
this  project  since  1987. 

Pat  Andrterek,  NEADP  Business  Consultant,  provides  important  long- 
term  technical  assistance  to  our  tribal  members  and  tribal  entities 
who  wish  to  start 'or  expand  their  businesses.  Because  NAEDP  has  an 
office  located  here  on  the  reservation,  Pat  has  come  to  understand 
the  needs  of  the  districts  and  the  tribe.  We  considered  him  to  be 
part  of  the  community,  and  someone  who  cares  about  the  development 
of  the  tribe. 

NAEDP  has  helped  us  establish  a  good  working  relationship  with  the 
University  of  South  Dakota  School  of  Business  and  SBDC,  which 
allows  us  to  use  their  research  capabilities  and  resources.  This 
is  important  to  our  planning  development,  and  we  would  like  to  see 
the  relationship  continue. 

Please  let  me  know  if  you  have  any  questions  or  need  further 
information, 

Sincerely, 
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Oglala.  Sioux  i  ribe 

Box  H 

Pine  aidge.  South  DaKOta  57770 

(605)  867-5821 

Fax:(605)867-1004 


August    17,     1993 


Office  ot  the  President 
JOHN  YELLOW  BIRD  STEELE 


WILBUR  BETWEEN  LODGES 
Fifth  Member  j#g 


Ada  Deer 
Assistant  Secretary  of 

Indian  Affairs 
Interior  Bldg.,  Room  4160 
1849  "C"  Street 
Washington,  D.C.   20240 

Dear  Ms.  Deer: 


On  behalf  of  the  Oglala  Sioux  Nation,  I  am  offering  this 
letter  of  support  for  the  Native  American  Economic 
Development  Project  (NAEDP) .  NAEDP  is  a  cooperative 
effort  between  the  U.S.  Department  of  Interior,  the 
Oglala  and  Rosebud  Sioux  Nations,  and  University  of  South 
Dakota  School  of  Business  and  South  Dakota  Small  Business 
Development  Center  (SBDC) . 

NAEDP  is  an  important  part  of  our  long  range  economic 
development.  Pat  Andrzejek,  the  Business  Consultant, 
provides  important  pm-site  technical  assistance  to  the 
tribe  and  tribal  members.  He  also  works  with  our  BIA 
Credit  Officer  to  help  individuals  and  tribal  entities 
start  up  or  expand  their  businesses. 

NAEDP  is  the  only  business  assistance  program  in  this 
area  that  has  an  office  located  on  the  reservation  and 
provides  technical  services  and  referrals  at  no  cost. 
Should  this  program  not  be  available,  many  of  our  tribal 
members  and  tribal  entities  would  not  be  able  to  afford 
the  services  of  private  consultants,  and  would  have  to  go 
without  much  needed  services. 

Thank  you  for  your  attention  to  this,  our  concern. 
Please  let  me  know  if  you  have  any  questions. 


Sincerely  Yours, 


]<o>n<o[ 
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L  nned  Stales  De!vr,•"~•<,  ol  ^h**  \i 

BL'REAL"    OF    INDIAN   AFFAIRS 

PINE    KIUUE    !.\'OIA.\    AUKXCY 


3uperinxsnde.it '  s  Office 


AUG : :  :993 


Mr  .  Don  Greenfield 

SBDC 

School  of  Business 

University  of  South  Dakcta 

414  East  Clar.< 

Vermillion,  SD  57069 

Dear  Mr.  Greenfield: 

This  is  in  support  of  the  Native  American  Economic  Development 
Project  (NAEDP).  NAEDP  is  a  cooperative  effort  between t?« 
Department  of  the  Interior,  Oglala  Sioux  Tribe,  University  of  South 
Dakota  School  of  Business  and  South  Dakota  Business  Development 
Center  to  provide  technical  assistance  for  economic  development  on 
the  reservations. 


Mr 


r.  Pat  Andrezijek,  the  Business  Consultant  has  worked  closely  with 
ne  Tribe,  tribal  members  and  the  Bureau  of  Indian  Affairs  Credit 

Officer  and  provided  technical  assistance  so  they  can  start  o- 

expand  businesses. 

NAEDP  provides  valuable  services  to  the  Pine  Ridge  Reservation  and 
to  its  members.  It  is  the  only  business  assistance  program  that 
has  an  office  located  on  the  reservation  and  provides  these 
services  without  cost.  If  this  program  were  not  available,  many  of 
our  tribal  members  and  tribal  entities  would  not  be  able  to  afford 


th 


services  of  private  consultants 


Sincerely, 


Superintendent 
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August  18,  1993 


Ada  Deer,  Assistant  Secretary 

of  Indian  Affairs 
Interior  Bldg. ,  Room  4160 
1849  C  Street 
Washington,  DC   20240 

Dear  Ms.  Deer: 

The  Native  American  Economic  Development  Project  (NAEDP)  is 
important  to  the  overall  economic  development  of  the  Rosebud  Sioux 
Tribe.  I  am  writing  this  letter  to  urge  you  to  support  its 
continuation . 

The  Native  American  Economic  Development  Project  (NAEDP) ,  is 
a  cooperative  effort  between  the  U.S.  Department  of  Interior,  the 
Rosebud  Sioux  and  Oglala  Sioux  Tribes,  University  of  South  Dakota 
School  of  Business  and  South  Dakota  Small  Business  Development 
Center  (SBDC) .  The  Rosebud  Sioux  Tribe  has  provided  partial 
funding  for  this  project  since  1987. 

As  the  Rosebud  Sioux  Tribe's  Director  of  Economic  Development 
I  have  worked  closely  with  Pat  for  a  number  of  years.  He  has  a 
keen  understanding  of  local  economic  development  needs  and  plays  a 
vital  role  in  tribal  economic  development. 

NAEDP  has  assisted  the  tribe  in  establishing  a  good  working 
relationship  with  the  University  of  South  Dakota  School  of  Business 
and  SBDC,  which  allows  us  to  use  their  research  capabilities  and 
resources.  This  is  important  to  our  planning  development,  and  we 
would  like  to  see  the  relationship  continue. 

Please  let  me  know  if  you  have  any  questions  or  need  further 
information. 

Sincerely, 


Louis  Wayne  Boyd 

Director  Economic  Development 


LW3/kb 
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MISSION   39ANCH 

FARMERS  STATE  BANK 

?  o  aox  106 

MISSION.  SOUTH   DAKOTA  575550106 

605-856-4413 

Fax  «  605-856-4523 


August  19,  1993 


.Ada  Deer 

Assistant  Secretary  of  Indian  Affairs 

Interior  Building,  Room  4160 

1849  C.  Street 

Washington,  D.C.  20240 

Re:  Native  American  Economic  Development  Project 

Dear  Ms.  Deer: 

I  am  writing  to  express  my  support  for  the  NAEDP  as  we  are  the  primary  lender 
located  on  the  Rosebud  Indian  Reservation.  In  the  past  several  years  we  have 
utilized  there  services  on  a  regular  basis.  In  most  cases,  they  have  assisted  us  with 
writing  business  plans  and  also  helping  individuals  put  together  loan  applications. 
In  many  cases  they  have  actually  joined  the  applicant,  at  the  bank,  for  the  initial 
interview. 

As  you  are  aware,  we  are  located  on  one  of  the  ten  poorest  counties  in  the  nation. 
The  residents  of  this  area  have  to  deal  with  chronic  unemployment,  alcohol  and 
drug  abuse,  along  with  many  other  self  esteem  robbing  situations.  Program  such  as 
NAEDP  are  critical  to  our  working  out  of  these  problems.  They  provide  the 
needed  expertise  to  help  people  achieve  goals  that  will  lead  away  from  the  above 
mentioned  problems  while  increasing  self  esteem. 

Many  of  the  projects  that  have  been  assisted  by  NAEDP  have  been  funded  and 
today  are  a  success  on  the  Reservation. 

I  would  hope,  because  of  these  reasons,  that  you  would  endorse  their  efforts  and 
help  in  seeing  that  they  are  funded. 

Thank  you. 

Sincerely, 


Kernit  Grimshaw 

Vice  President  and  Manas 
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THE  COMPARABLE  DATA  FOR  SOUTH  DAKOTA  ARE  AS  FOLLOWS, 


LABOR  FORCE  PARTICIPATION  RATES 


1980 
1990 


62.1 
66.2 


NUMBER  OF  EMPLOYED  PERSONS 


1987 
1988 
1989 
1990 
1991 
1992 


340,000 
343,000 
346,000 
347,000 
349,000 
350,000 


NUMBER  OF  UNEMPLOYED  PERSONS  &  RATE 
NUMBER      RATE 


1987 
1988 
1989 
1990 
1991 
1992 


15 

000 

4 

2 

14 

000 

3 

9 

15 

000 

4 

2 

13 

000 

3 

7 

12 

000 

3 

4 

11 

000 

3 

1 

PER  CAPITA  PERSONAL  INCOME 


1986 
1987 
1988 
1989 
1990 
1991 


$11,887 
$12,561 
$12,775 
$14,080 
$15,566 
$16,095 


PERCENT  OF  POPULATION  BELOW  POVERTY 


1979 
1989 


16.9 
15.9 


SOURCES  OF  DATA:   U.S.  DEPARTMENT  OF  COMMERCE, 

BUREAU  OF  THE  CENSUS,  BUREAU  OF  ECONOMIC  ANALYSIS, 
S.D.  DEPARTMENT  OF  LABOR,  AND  S.D.  SALES  AND  USE 
TAX  REPORTING  SYSTEM. 

PREPARED  BY:   STATE  DATA  CENTER,  USD  (605)  677-5287 
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NUMBER  UUi 
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PERCENT  OF  POPULATION  GELOW  POVERTY  FOR  RESERVATIONS 


YANKTON  RESERVATION 
ROSEBUD  RESERVATION 
PINE  RIDGE  RESERVATION 
LOWER  BRULE  RESERVATION 
CROW  CREEK  RESERVATION 
STANDING  ROCK  RESERVATION 


1979 

1989 

51.1 

66.7 

50.2 

56.6 

48.5 

66.0 

45.1 

54.2 

41.5 

53.6 

47.1 

66.4 

NOTE:    THESE  PERCENTS  ARE  FOR  THE  RESERVATIONS  AND  NOT  THE 
MAJOR  COUNTY  WITHIN  THE  RESERVATION. 


PERCENT  BELOW  POVERTY 

70  -t 
60- 
50- 
40- 
30- 
20- 
10- 

— 

YANKTON 
RESERVATION 

ROSEBUD 
RESERVATION 

PINE  RIDGE 
RESERVATION 

LOWER  BRULE 
RESERVATION 

CROW  CREEK 
RESERVATION 

STANDING  ROCK 
RESERVATION 

PREPARED  EY: 
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PER  CAPITA  PERSONAL  INCOME 
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TOTAL  PERSONAL  INCOME 
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NUMBER  OF  BUSINESS  LICENSES 
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LABOR  FORCE  PARTICIPATION  RATES  FOR  RESERVATION  COUNTIES 


YANKTON  RESERVATION 
ROSEBUD  RESERVATION 
PINE  RIDGE  RESERVATION 
LOWER  BRULE  RESERVATION 
CROW  CREEK  RESERVATION 
STANDING  ROCK  RESERVATION 


1980 

1990 

57.5 

57.3 

57.7 

54.7 

50.3 

52.6 

57.3 

68.2 

54.6 

62.0 

48.3 

53.2 

NOTE:    DATA    IS  FOR  THE  MAJOR  COUNTY  WITHIN  THE  RESERVATION, 
EXCEPT  THE  PINE  RIDGE  RESERVATION  INFORMATION  WHICH  INCLUDES 
BOTH  SHANNON  AND  JACKSON  COUNTIES. 


PREPARED  B^ 


■  =  DA  i  A  CENTER, 
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GREY  EAGLE  SOCIETY 

September   1,    1993 
COMMENTS    BY: 


I   am    OGLALA    SIOUX    GREY    EAGLE    SOCIETY    VICE    PRE- 
SIDENT-  Joseph    Swift   Bird'.       Comments   I   have: 
AUDIT:    We   have   asked   for  all  Programs  to   be  audited,    because 
of  over-lapping    Services,    and   we   had   business   ventures   that 
never   succeed,    we    need    to   know    what   happens   to   all  the    de- 
ficit?     We   are   all   wondering    whenever    we   approach    the   Offices, 
they    are   always    no    Funds.       Yet  some   Chose   People    borrow    Money 
endlessly,    So,    NO    MORE    CONTRACTING    of   Bureau    of   Indian    Affair 
Office    until    we    have   an    AUDIT   of   All   Programs.       Programs   and    Tri- 
bal  Programs   in    the    past   we    have  the   Treaty    Rights    with    the 
Government,    and    we   should    know    what   has    happen    with    these 
past   years,    why    we   are   contracting    Programs    under    what   Law. 
Even   the    ARA    Government   here   are   not  consistent   with    constitu- 
tion   and    By-Laws.       They   are    voting    on    major  issues   such    as    Land, 
Mineral   Rights,    and    People    Rights. 

We   heard    you    were  coming   today,    we   heard   rumors  that 
you    were   coming.       As  a   Chosen    Leader,    My   question   is?      When 
are   you   going   to  ask    us    who  are  enrolled    members  of  this   Tribe 
who  are  affected    by   these   Programs 


GREY  EAGLE  SOCIETY 
P.O.  Box  F  •  Pine  Ridge,  South  Dakota  57770  •  Telephone:  (605)  867-5412 
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GREY  EAGLE  SOCIETY 

September   2,    1993 
COMMENTS    BY: 
Chief   Oliver    Red    Cloud,    Great   Grandson-Descendent   of 
the   Chief   Red    Cloud    who   signed    the   1868   Treaty: 
TREATY    RIGHTS:       Agency   1871,    was   established    and    promise   to 
be   responsible   for   the    Sioux    under   the    Bands   of   Red    Cloud. 
These   Treaty    Rights    were   agreed   in    Law    with    the    U.S.    Govern- 
ment.     Today    we    have    Problems,    The   Treaties    were    good    until 
1934    Act   came   about  59    years,    Our    Local   Government    made   alot 
of  dicisions   no  in   consistent   with   the  treaty.      We    never    had   an 
enrollment  approved    who   is   an    Indian.    Because   of  this   all  the 
funds   entitled    to   the   enrolled    Members   are   spread    to  thin,    to 
reach    all  the    Enrolled    Members. 

The   IRA    Government   has   developed    many    objectives    without 
the    people  involvement  for   this   reason    we   are   suffering    with 
Poverty.      Sure    we   have  small  business   here  and   there,    we 
have    no   future   for   our    Children    yet.       We    have   educational 
insitutions   who  are  teaching   our   Children   to   be   Self-Suffient. 
One  of  the   reasons  is,    that  we   have   never   have   had   an 
opportunity    to   spead    for    what    we    need    or    never    had    an    op- 
portunity  to   approach    Washington    Programs   on    Issues. 

We  are  in   the   seventy   generation   still  no  solution    because 
of  the  local  Government  has  two-years  of  goals  and   objectives 
or   continuity. 

I   recommend    the   Chosen    Leaders   to    hear    me,    and   think    of 
us   a   enrolled    members   of   this    Reservation    to   be   self-sufficient. 
Right   now,    the   State    Welfare  is   feeding,    Clothing    and    Sheltering 

GREY  EAGLE  SOCIETY 
P.O.  Box  F  •  Pine  Ridge,  South  Dakotn  57770  •  Telephone:  (605)  867-5412 
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GREY  EAGLE  SOCIETY 


CHIEF-OLIVER    RED    CLOUD       -PAGE    TWO- 


my    People.       Yet,    we    have    millions   of   Dollars   come   to   Pine 
Ridge    Reservation   for    Salaries   of   Directors   and    their    Families. 

So,    we    want   our   respect   back   and    have   our    pride   of 
knowledge   to    provide   for   the    Pine    Ridge    Reservation,    by    the 
Peiople.  The    Councilmen    where    Chosen    to  listen    to    us   and 

help  us  achieve,  but,  they  have  never  done  this,  we  have 
never  had  Referandums  or  never  seen  the  Resolutions  that 
were    past.  • 

In    Closing    I    want   you    to   help    us    with    our    Enrollment. 


GREY  EAGi 
P.O.  Box  F  •  Pine  Ridge,  South  Dak  • 


ephone   (G05)  31 
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GREY  EAGLE  SOCIETY 


AUGUST    18,    1993 


TO:       All   Legislation    Personnel 

01.  GOVERNOR 

02.  STATE    SENATORS 

03.  STATE    CONGRESSMEN 

04.  STATE    LEGISLATORS 

05.  OGLALA    SIOUX    TRIBAL    CONCILMEN 

06.  OGLALA    SIOUX    TRIBAL    CHAIRMAN 

07.  fPINEfcRIDGEwTNDraNTAGEN.CY&'SUPERINTEND.ENiT 
FROM:        GREY    EAGLE    SOCIETY    MEMBERSHIP. 
REFERENCE:       RESPONSE    TO   INDIAN    GAMING. 

ORDIANCE    WAS    ACCEPTED    BY    THE    OGLALA    SIOUX 
GREY    EAGLE    SOCIETY    MEMBERS.       IT    IS    ON    OF    THE    MOST 
DEVASTING    PROBLEMS    ON    THE    PINE    RIDGE    INDIAN     RESER- 
VATION   IS    ADDICTION    TO    GAMBLING. 


Cim>>UxmA<u 


GREY    EAGLE    MEMBERS 


CERTI 


IFY:      Joseph    Swift   Bird-Tseisur 


GREY  EAGLli  SOCIETY 
P.O.  Box  F  •  Pine  Ridge,  South  Dnl  •  Telephone:  (605)  8G7-5412 
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GREY  EAGLE  SOCIETY 

RESOLUTION    OF    INDIAN    GAMING 
ON     HUMAN     BEHAVIOR    REFLECTIONS 


WHEREAS,      Indian    Gaming    Ordiance    will  effect  the   Families   on    Com- 
munities   within   the   Pine   Ridge   Indian    Reservation. 
WHEREAS/       Welfare   recipient   Gamblers'    Children    will   be    neglected 
abuse    and    malnutritioned. 

WHEREAS,       The    Public    Safety   funds,    manhours    will   be   increased. 
WHEREAS,       The    South    Dakota    Welfare    Child    Protection    Services    will 
be  increase   to   accomadate   the    needed    services. 

WHEREAS,       The    South    Dakota    Welfare,    B.I.  A.    Welfare,    County    Welfare, 
and    Tribal   Welfare    will   be  increase  in    funding. 

WHEREAS,       The  legislations    will   have   to   be   changed    to   accomadate   the 

needs   of   Communities   on   the   Pine   Ridge    Reservation. 

WHEREAS,       The    Education    (school  attendence)    and    Safety   of   Habitual 

Gamblers'    Children    will   be   effected    greatly    due   to    unsupervision   and 

negligence   of  the   Children. 

WHEREAS,       This   Gaming    will  effect  the   Reservation    as   a    whole:       Econo 

mically,    Social  Behavior,    Mentally,    Domestic   Violence   and    Marital  Problems 
[1    leading    to   Divorce,    escalating   the  funding   of  all  Social  Services  and 

increasing    Taxes   of  all   working    persons   to   cover  incurred   costs. 

I,    as   undersigned   Secretary   of  THE   GREY    EAGLE   SOCIETY   hereby  certify 

that  this   Resolution    was  adopted   by   the   vote  of:    64   Grey   Eagle   Members 
^S     for;    and   00   Against;    during    a   Regular   Meeting    held   on   the  18th   day   of 

August  1993. 
A-T-T-E-S-T; 


^J).  M&  fl 


ROYAL    BULL    BEAR-PRESIDENT 


MARIE    RANDALL-SECRETARY 
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Official  Testimony 

before  the 
U.S.  Senate  Commitee  on  Small  Business 
Senator  Larry  Pressler  •  Ranking  Member 

Small  Business  Development 
in  Indian  Country 

September  3,  1993  •  Pine  Ridge,  South  Dakota  •  Billy  Mills  Hall 
Name:  Q>CJCi-aXck       J-^€- City/Zip:  jjQ&undeU    \tWJL  Sb  5^7 


Street:   P-P  ~BsM   IRQ Occupation:  /UOfO  prpf/f  Olf^aniZaf-ia 


Phone  (optional):  (tC&-  ft(p">-  lS°t  1 


IX    Wxue  -Povxacted  <x  non-  pro-fi'4-  oraarvz-aJcxc^ 
-to  $e£  up  a  CUcUaraa   Center  hefe  of)  Mn*   P"7*  (2*dq*_ 
Ite&eru&fcifc),  un.  LO)unded  kw .    idt  u)LU  beaiole- -to 
proOiDe  joCb  &r  people  in  <wc  GomtKunity  .  x.fu»n  aJso 
frooi'fre  <x  ptace  fer  -burtst.   Jl+toidd  bec^  desUnahtbn  poi^r. 
'fiom  iw'is  net  uoill  hum  4mt-  crfbat  peivaH:  &us  tn esses 
/tefliA).   U)lCiw cmhnujt  on  -he  QuUusej    prouicla- 
{Hace  Sbr-thtQrHsons   *>  OdJ  +  morbid  Hie»r  ori  u>d>L  . 
HoveiXA  X  CoteiAMJL  h  find  im  ataMs  -Mat  -the  qasuka 
i5  vo.  lw  Hmm  -thai  to/'//  wt^hic  Ha*  *kt$cbiti 
icarti-ibAtlpojO  me/vtLtiote  ct  &  obvious  .  lot/iace 
-WUiMtie+we  toqe*4dwJra*,ond  Hie  ^9 
Of  -his.  orofwizafibttfUj&)  ^  hmuu&A  help  is 

Thank  you  for  submitting  your  comments.  Your  thoughts  are  important 
and  will  be  made  part  of  the  Official  Record  of  today 's  Field  Hearing  of  the 
Senate  Small  Business  Committee.  Please  use  additional  sheets  if  neces- 
sary. Call  (202)  224-8485  if  you  have  any  questions  or  comments.  Your 
interest  is  appreciated. 
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W&  not  ty\erc ,     m  hojjt  fowY)d  o  unm    (Urnay^  Kcykjl^ 

hm  h  VOomAsrt  %wl  -tfiudt  ma/n^  64  -Mm  peAfrf-*- 
JjAfi,  itcs*k  -to  o3oOL}^hci,  art.  rcaOij.  l&cutj  ad&ru. 


CAedt  u>/tf?  ■//!€  individual)  (and owners    in 
LCcanded  knt£y  UmcIl  luith  -the  people  u)hd  l<^ 
-then.    £e:He  k&tiowl  &rk_  j/o  (Dounded  \>Lne£_. 
keJ-H  bcite  people  ialkwj  a>Bhi  tountrt. 

UX  &>  not  (xw+  h  sell  cur  land. 


V> 
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Official  Testimony 

before  the 
U.S.  Senate  Commitee  on  Small  Business 
Senator  Larry  Pressler  •  Ranking  Member 

Small  Business  Development 
in  Indian  Country 

September  3,  1993  •  Pine  Ridge,  South  Dakota  •  Billy  Mills  Hall 
Name:  £  Icytja  J.  S4/>rTB- City /Zip:  P/r?^  f?l  olffl  fi  S  D- 


Street:     PA  ffdy  /^7  Occupation:  fpnQfofeV 


, ,_,  Phone  (optiowiyfa(e'H£2*f3)x/$5~-2t&6 


AKp  nfe^eG-f- 1  s  i  r?  ole-v  e  lop  in  <3  a  c<*mp  around 
and  /odqfe  -Por+ounst4ha4  are  a<5n?Tt?a  4o  +he 
^n^er Sfa4/6n  a4-  tfa  e  fCylWd  vu  b*^e  3:  to  <xv  ■& 
^  ranch  iba-Kt  \Wan4  4a  develop  Ivrfc*  a  carr^f- 
gnMt^dandlodg^slriGe.-fkerft  ;sa  gr-eAt 
demand  4V4he40Kries-i-4fcTa4are  ^w*^ 
everu  year  ar/d  I  have  a  b^aui i-fV  1  aanif  ground 
/wW  pfevT4tJ  o^1  -f r  esh  g  f  r  i  »?  Q  W  a4fer  out  d  4h  e. 
sbtfr4  dis4a\i4^r6irt4l?eJ?cmG{er  S-Ud-'ion 
od  tftfety-fcrd  +Via4-Gar7  afeV£[0£  l^a^alHu 
due  4c  4he  large  Tcmr?Jber  o4  4o ar  i  e.4-4 food- 
ccroearicJare  )<*>/(h?q  4W  a  campground  ana/ 1 oc/q€± 
4o  e+ayotf4ndl',ieu0  car  re^ervod-ior?. 

Thank  you  for  submitting  your  comments.  Your  thoughts  are  important 
and  will  be  made  part  of  the  Official  Record  of  today 's  Field  Hearing  of  the 
Senate  Small  Business  Committee.  Please  use  additional  sheets  if  neces- 
sary. Call  (202)  224-8485  if  you  have  any  questions  or  comments.  Your 
interest  is  appreciated. 
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2.  hav&  purchased  a  Q&fe^  liaerre^-Praw  4he 
S-ta4e  and -Prom  +loe  heserv^*fton  oani.  Xfoave 
bMSi'r>es£,vr?aahine>5,  -W  Q  redi+-  cards  and  a  Corr)pt*.4e*0. 
Irale^  have  i(>e  approval -fr 6 tr?  4to-e -f^e  Rtdafr 
Aqemu  cxndTri«bal  C.^f  net  I  -fW  adveriieAna 
StOms  on  oar  mes^\rva-fion,  ^ 

T  live  bqlWhHeRwerand  I  n*ed  a  bridge  f^roafk 
by  my  plae.<*  vJhio-n  ^  ^e  vi^d^d  S^Ws 
bu-l  haf+Hinj  was  ever  darm  -W  mi/sel-j-innd 
rt^y  neighbor©  which  wil/b^lp  t«©  deu-eJiop 
evDpl^uynev^  4W  4h^.  loo.o/K^Fu  o-ir  >t7l|  <?amp- 
grJungi  -£*r  -H^e-  pu-bWc  The  bridge  and  r^a^s 
are  no-f  ovjlu  needed  -for  bu<s i nees  bt/f-f^r 
-f  he  peop  Ie  4h&+"  bav^  dtow  Idreio  4baib  bowe. 
+  d  ^a4-4-a  qeViooI  averudau  and  44ns  b©s 
beer?  vnfi^e,ralole  dur  Twfi  bid  weA+to^C 
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Montana's  Microbusiness  Development  Act 


The  most  common  form  of 
economic  development  assistance 
provided  by  state  and  federal 
governments  is  business 
recruitment  or  large  business 
development.  These  may  not  be 
feasible  options  for  many  very 
small  towns,  so  state  governments 
are  beginning  to  look  at 
microentcrprise  loan  programs  as 
an  economic  development  strategy 
for  small-scale,  locally  owned, 
self-employed  businesses.  For 
example,  Montana  passed  the 
Microbusiness  Development  Act 
creating  a  unified  finance  program 
specifically  designed  for  small 
businesses.  Texas  and  North 
Carolina  also  have  state-sponsored 
microbusiness  programs. 

The  Montana  program  includes 
significant  state  involvement  and 
may  provide  a  model  for  other 
states  which  are  concerned  about 
their  small  communities.  It 
consists  of  a  two  tiered  system 
including  a  state  entity  (Tier  1) 
administered  out  of  the  Montana 
Department  of  Commerce.  It 
provides  loan  capital  and 
encourages  the  creation  of  private, 
nonprofit  development  cor- 
porations (Tier  2)  which  service 
the  delivery  of  small  loans  to 
borrowers. 

In  a  study  done  prior  to  the 
law's  passage,  analysts  found  that 
small  businesses  with  fewer  than 
10  employees  and  gross  revenues 


of  less  than  $500,000  constitute 
82.5%  of  all  enterprises  in 
Montana.  During  the  1980s,  they 
produced  most  of  the  new  job  ' 
growth. 

During  the  1980s,  small 
businesses  produced 
most  of  the  new  Job 
growth  in  Montana. 

Under  the  Micro  Business 
Finance  Program,  Montana  is 
divided  into  twelve  areas  each  of 
which  will  be  served  by  a  private 
development  corporation  called  a 
microbusiness  development 
corporation  (MBDQ.  Presently, 
three  MBDCs  have  been 
authorized  in  three  areas  of  the 
state.  Two  more  have  applied  and 
will  probably  be  authorized  in 


May.  So  far  the  approved  MBDCs 
have  been  cunent  nonprofit 
organizations  with  previous 
experience  in  small  business  loan 
delivery. 

These  corporations  will  receive 
$250,000  in  the  form  of  a  low 
interest  loan  (3-4%)  from  the 
state's  coal  severance  fund.  These 
funds  are  matched  1  to  3  with 
other  capital  funds.  Individual 
loans  of  up  to  $20,000  will  be 
made  from  this  fund  to  firms  with 
fewer  than  10  employees  and  gross 
revenues  of  less  than  $500,000.  '' 
The  development  corporations 
must  have  broad-based  community 
support  and  provide  service  to 
those  not  served  by  traditional 
lending  services,  women,  and 
minorities.  They  must  also  provide 
training  and  technical  assistance  in 

(continued  on  backpage) 


The  Rural  Enterprise  Reporter 

The  Rural  Enlerprise  Reporter  provides  Information  to  rural  people  and 
communities  about  developing  small  local  enterprises.  It  is  published  periodically  by 
the  Center  for  Rural  Affairs.  New  readers  may  order  back  issues  by  sending  $1.00 
per  issue  to  Issue  #1:  The  Self  Employment  Strategy 

the  address  below:        Issue  #2:  Developing  Rural  Home-Based  Enterprises 
Issue  "3:  Financing  Homegrown  Businesses 
Issue  #4  &  5:  Examples  of  Revolving  Loin  Funds 
Issue  #6:  REAP's  Rural  Business  Development  Strategy 
Issue  »7:  Nebraska's  LBS40  &  Small  Town  Development 
Issue  Hi:  Small  Town  Loan  Funds  Support  Local  Businesses 

For  more  inforaial'on  or  to  place  your  name  on  our  mailing  list,  write: 
Rural  Enterprise  Assistance  Project 
Center  for  Rural  Affairs 
P.O.  Box  )0f3 
WalthflL  NE  68067 
402-846-5428 
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Expanding  Microloan  Development  -  The  Emerging  State 
Government  Role 


Over  the  past  ten  years, 
self-employment  and  microen- 
tcrprise  development  have  been 
increasingly  recognized  as 
valuable  strategies  for  both 
economic  and  personal  develop- 
ment in  this  country.  For  roughly 

Most  go  vernment 
programs  seek  to 
expand  microcredit 
delivery  by  forming 
partnerships  with  iocally 
-based  nonprofit 
organizations. 

the  last  seven  years,  a  small  group 
of  private,  nonprofit  organizations 
have  been  testing  and  pioneering 
approaches  which  provide 
"micro"  credit  assistance  for  this 
self-employment  sector.  These 
programs  all  define  "micro" 
credit  in  different  ways,  but  most 
programs  see  it  as  uncollateralized, 
character-based  credit,  with  loans 
ranging  from  $100  to  $10,000,  and 
used  primarily  for  shorter  term 
working  capital. 

These  U.S.  programs  have 
borrowed  freely  from  the 
microlending  experiences  of  Asian 
and  Latin  American  programs 
which  have  been  developing  over 
the  last  twenty-five  years.  Here  in 
Nebraska,  REAP  staff  researched 
these  programs  as  we  designed  a 
strategy  which  would  support  the 
self-employment  sector  so 
widespread  in  rural  midwcsiem 
communities. 

While  programs  in  the  U.S.  are 
comparatively  new,  they  have 


generated  enough  success  that  stale 
and  federal  government  agencies 
are  increasingly  interested  in  being 
involved.  Most  government 
progranis  do  not  altcmpt  to 
provide  direct  microcredit  services 
themselves;  rather,  they  expand 
microcredit  delivery  by  forming 
partnerships  with  locally  based 
nonprofit  organiza. ions. 

In  this  article,  we  provide  a 
framework  for  thinking  about 
statewide  expansion  and  take  a 
closer  loofc  at  some  of  the 
expansion  models.  In  the  process, 
we  will  see  some  of  the  variations 
in  state  government  roles  for 
supporting  that  expansion. 

Two-Tiered  Structures 

All  statewide  expansion 
programs  we're  aware  of  have  at 
least  two  tiers  which  perform 
different  roles.  Tier  1  consists  of 
a  single  statewide  or  regional 
entity  which  aspires  to  perform 
any  or  all  of  a  nurrber  of  different 
functions  including: 

•  raising  loan  capital  (typically  in 
the  millions  if  statewide 
coverage  is  the  goal); 

•  "wholesaling"  that  loan  capital 
to  Tier  2  organisations  (the 
local  loan  delivery  agencies 
described  below); 

•  providing  opcraling  support 
such  as  Tier  2  staff  training  and 
operational  funding; 

•  developing  microloan  packages 
which  facilitate  involvement  of 
Tier  2  organizat'ons; 

•  setting  Tier  2  program 
standards  or  providing 


regulatory -like  oversight  and 
certification; 

•  inducing  Tier  2  program 
creation  or  adoption  through 
incentives;         ' 

•  providing  improved  economies 
of  scale  through  centralizing 
selected  services; 

•  providing  a  clearinghouse  for 
information  exchange  among 
Tier  2  gToups;  and 

•  providing  statewide  education 
and  support  for  microenterprise 
programs. 

In  some  instances  the  Tier  1 
organization  is  a  state  agency  or 
has  official  state  sanction.  None 
that  we  know  of  engages  directly 
in  Tier  2  delivery  activities. 

Tier  2  is  the  "retail"  level    .-■ 
which  is  responsible  for  delivering 
microlending  services.  Tier  2 
organizations  are  usually  local  or 
subslate  entities,  organized  as 
private,  non-profit  organizations. 
Tier  2  functions  differ  widely  but 
can  include: 

•  approving  and  disbursing 
microloans  to  borrowers; 

•  servicing  problem  loans; 

•  being  accountable  for  loan 
losses; 

•  providing  technical  assistance 
appropriate  to  their  borrowers' 
needs;  and 

•  complying  with  Tier  1  authority 
and  standards. 

Bear  in  mind  that  in  most  state 
settings,  there  is  no  Tier  1  entity. 
As  a  result,  Tier  2  organizations 
operate  without  Tier  1  support  and 
must  assume  performance  of  many 
of  the  critical  functions  listed  for 
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the  Tier  1  structure.  In  state 
settings  where  a  Tier  1  entity  does 
exist,  relationships  between  Tier  1 
and  Tier  2  vary  widely.  Naturally, 
a  Tier  1  has  greater  influence 
when  it  can  disburse  funds  or  has 
certification  authority  than  when  it 
simply  operates  as  a  clearinghouse. 
Conversely,  where  a  Tier  2 
organi7ation  is  well  established 
and  has  its  own  funding  base,  it 
can  operate  With  greater 
independence  compared  to  a  Tier  2 
which  was  created  In  response  to 
Tier  1  incentives.  The  following 
are,  briefly,  some  examples  of 
current  Tier  1/Tier  2  arrangements. 

A  Public  Tier  1  Model 

The  Montana  program 
(described  in  the  accompanying 
article)  is  perhaps  the  most 
rigorous  public  model  with  the 
Montana  state  Department  of 
Commerce  performing  the  Tier  1 
functions  with  twelve  private 
non-profits  eventually  performing 
the  Tier  2  functions  in  twelve 
specified  geographic  districts. 
Texas  also  has  a  state  legislated 
program  with  implementation 
delegated  to  the  Texas  Department 
of  Agriculture.  This  progTam  is 
not  yet  operational. 

In  the  Montana  program, 
legislative  authority  gives  the 
Department  of  Commerce  the 
power  to  officially  certify  state 
Microbusiness  Development 
Corporations  (MBDCs).  Only  one 
certified  MBDC  per  district  will  be 
approved  for  access  to  the 
program's  large,  low-interest 
loans.  That  loan  provides  not  only 
a  substantial  part  of  the 
non-profit's  loan  capital,  but  the 
loan's  interest  earnings  designed  to 
provide  core  operating  support  for 


the  organization.' 

The  Department  has  added  to 
these  powerful  incentives  by 
obtaining  private  grants  from  the 
U.  S.  WEST  Foundation  to 
supplement  the  nonprofits' 
operating  budgets  during  a  start-up 
tltree-year  period. 

At  least  three  of  the  Tier  2 
entities  have  been  operating  in 
Montana  prior  to  the  law,  and  their 
experiences  helped  educate  the 
public  and  policy -aiaKets  about  the 
use  of  microenterprise'  as  a 
development  strategy.  Apparently, 
most  of  the  rest  of  the  Tier  2 
programs  will  be  induced  through 
Tier  1  incentives. 

While  the  Department  of 
Commerce  must  certify  the  Tier  2 
organizations  and  could  have 
considerable  influence  through  its 
sizable  funding,  it  gives  the  Tier  1 
entities  considerable  leeway  in 
how  they  design  and  operate  tlieir 
programs. 

Private  Tier  1  Models: 

One  example  ora  private  Tier  1 
model  is  found  in  North  Carolina 
where  a  private  ncn-profit 
organization,  the  North  Carolina 
Rural  Economic  Development 
Center,  assumed  the  leadership  for 
Tier  1  functions  in  developing  a 
widely  dispersed  and  innovative 
microenterprise  loin  program 
operating  in  rural  North  Carolina. 
It  has  since  expanded  into  urban 
areas.  While  the  North  Carolina 
Center  is  a  private  nonprofit,  its 
role  was  sanctioned  by  the  North 
Carolina  General  Assembly  which 
appropriated  several  million 
dollars  earmarked  for  the  Center's 
development  programs  over  the 
last  few  years. 


Combining  state  appropriations 
with  private  grant  funds,  the 
Center  developed  the  North 
Carolina  Microenterprise  Loan 
Program  which  identified  Tier  2 
organizations  through  a 
competitive  grant  process. 

Compared  to  the  Montana 
program,  the  North  Carolina 
program  exercises  more  control 
over  Tier  2  organizations.  As  part 
of  die  competitive  bidding  process, 
Tier  2  organizations  had  to  fit  into 
one  of  two  prescribed  microlend- 
ing  methodologies,  and  the  Rural 
Center  provides  centralized 
training  for  Tier  2  staff.  In 
addition,  it  arranges  for  centralized 
capital  linkage  through  one 
financial  institution.  This 
institution,  a  credit  union,  provides 
centralized  monitoring  of  the 
performance  of  all  Tier  2 
microlending  activities.  ■  •   _      . 

Working  Capital  in  rural  New 
England  is  an  example  of  an  even 
more  private  Tier  1  expansion 
model  which  serves  large  parts  of 
three  states  in  rural  New  England. 
Unlike  the  North  Carolina  Rural 
Center,  Working  Capital  has  no 
special  state  legislated  connections. 
Since  Working  Capital  does  not 
have  access  to  state-sponsored 
capital  funds,  it  was  forced  to 
develop  unique  ways  to  capitalize 
its  loans.  It  uses  an  innovative 
guarantee  arrangement  with 
selected  banks  that  serve  the 
region.  (We  plan  to  explore  tliis 
feature  in  a  future  issue  of  the 
Rural  Enterprise  Reporter). 

Compared  to  Montana's 
program,  Working  Capital 
exercises  fairly  tight  controls  over 
Tier  2  entities.   It  requires  them  to 
use  a  standardized  group 
(continued  on  back  page) 
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Expanding  Microloan  Development  -  The  Emerging  State 
Government  Role 


Over  the  past  ten  years, 
self-employment  and  microcn- 
terprise  development  have  been 
increasingly  recognized  as 
valuable  strategies  for  both 
economic  and  personal  develop- 
ment in  this  country.  For  roughly 

Most  government 
programs  seek  to 
expand  microcredit 
delivery  by  forming 
partnerships  with  Joca/ly 
-based  nonprofit 
organizations. 

the  last  seven  years,  a  small  gToup 
of  private,  nonprofit  organizations 
have  been  testing  and  pioneering 
approaches  which  provide 
"micro"  credit  assistance  for  this 
self-employment  sector.  These 
programs  all  define  "micro" 
credit  in  different  ways,  but  most 
programs  see  it  as  uncollateralized, 
character-based  credit,  with  loans 
ranging  from  $100  to  $10,000,  and 
used  primarily  for  shorter  term 
working  capital. 

These  U.S.  programs  have 
borrowed  freely  from  the 
microlending  experiences  of  Asian 
and  Latin  American  programs 
which  have  been  developing  over 
the  last  twenty-five  years.  Here  in 
Nebraska,  REAP  staff  researched 
these  programs  as  we  designed  a 
strategy  which  would  support  the 
self-employment  sector  so 
widespread  in  rural  midwestem 
communities. 

While  programs  In  the  U.S.  are 
comparatively  new,  they  have 


generated  enough  success  diat  state 
and  federal  government  agencies 
are  increasingly  interested  in  being 
involved.  Most  government 
programs  do  not  attempt  to 
provide  direct  microcredit  services 
themselves;  rather,  they  expand 
microcredit  delivery  by  forming 
partnerships  with  locally  based 
nonprofit  organizations. 

In  this  article,  wc  provide  a 
framework  for  diinking  about 
statewide  expansion  and  take  a 
closer  loot  at  some  of  the 
expansion  modek.  In  the  process, 
we  will  see  some  of  the  variations 
in  state  government  roles  for 
supporting  that  expansion. 

Two-Tiered  Structures 

All  siatewide  expansion 
programs  we're  a^are  of  have  at 
least  two  tiers  which  perform 
different  roles.  Tier  1  consists  of 
a  single  statewide  or  regional 
entity  which  aspires  to  perform 
any  or  all  of  a  number  of  different 
functions  including: 

•  raising  loan  capital  (typically  in 
the  millions  if  statewide 
coverage  is  the  goal); 

•  "wholesaling"  that  loan  capital 
to  Tier  2  organizations  (the 
local  loan  delivery  agencies 
described  below); 

•  providing  operating  support 
such  as  Tier  2  staff  training  and 
operational  funding; 

•  developing  mic-oloan  packages 
which  facilitate  involvement  of 
Tier  2  organizations; 

•  setting  Tier  2  program 
standards  or  prcviding 


regulatory-like  oversight  and 
certification; 

•  inducing  Tier  2  program 
creation  or  adoption  through 
incentives; 

•  providing  improved  economies 
of  scale  through  centralizing 
selected  services; 

•  providing  a  clearinghouse  for 
information  exchange  among 
Tier  2  groups;  and 

•  providing  statewide  education 
and  support  for  microenterprise 
programs. 

In  some  instances  the  Tier  1 
organization  is  a  state  agency  or 
has  official  state  sanction.  None 
tliat  we  know  of  engages  directly 
in  Tier  2  delivery  activities. 

Tier  2  is  the  "retail"  level 
which  is  responsible  for  delivering 
microlending  services.  Tier  2 
organizations  are  usually  local  or 
substate  entities,  organized  as 
private,  non-profit  organizations. 
Tier  2  functions  differ  widely  but 
can  include; 

•  approving  and  disbursing 
microloans  to  borrowers; 

•  servicing  problem  loans; 

•  being  accountable  for  loan 
losses; 

•  providing  technical  assistance 
appropriate  to  their  borrowers' 
needs;  and 

•  complying  with  Tier  1  authority 
and  standards. 

Bear  in  mind  that  in  most  state 
sellings,  there  is  no  Tier  1  entity. 
As  a  result.  Tier  2  organizations 
operate  without  Tier  1  support  and 
must  assume  performance  of  many 
of  the  critical  functions  listed  for 
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Montana  Micro  Business  Development  Act 

The  Montana  Micro  Business  Development  Act  represents  the  largest  per  capita  state 
investment  in  a  micro  loan  program.  $3.25  million  was  transferred  from  the  Coal 
Severance  Tax  Trust  Fund  to  the  Micro  Business  Loan  Program,  requiring  a  three 
quarter  vote  of  the  House  of  Representatives  and  the  Senate.  The  trust  fund  was 
intended  to  be  invested  in  Montana's  future  and  to  stimulate  for  economic 
development,  however,  it  is  under  utilized  because  the  investment  guidelines  are 
quite  conservative.  The  Micro  Business  Development  Act  met  the  intent  of  the  trust 
by  establishing  a  new  program  to  serve  micro  enterprises. 

Program  Structure 

•  Micro  Business  Development  Corporations  (MBDC)  are  eligible  to  borrow 
up  to  $250,000  per  year  from  DOC  to  establish  or  expand  a  revolving  loan 
hind,  a  loan  guarantee  fund  or  a  peer  lending  model.  These  loans  are 
interest  only  with  four  year  renewable  terms. 

•  MBDCs  are  certified  by  the  state  Department  of  Commerce  (DOC).  To 
become  certified  a  non-profit  must  submit  a  proposal  to  serve  the  region 
with  business  assistance  services  and  a  plan  to  manage  the  portfolio 
including  loan  policies  and  procedures.   Additionally,  the  organization 
must  generate  collateral  and  operating  funds. 

•  Twelve  MBDCs  regions  were  established,  based  on  existing  substate 
planning  regions.  Regions  were  not  set  by  population,  number  of 
businesses  or  service  delivery  alliances. 

•  The  MBDC  is  required  to  provide  a  one  third  collateral  match,  therefore,  to 
borrow  $250,000  the  MBDC  must  have  $  83,333.  The  funds  are  deposited 
and  lent  together.  The  collateral  is  at  first  risk. 

•  The  minimum  interest  rate  to  the  MBDC  is  3%.  Interest  payments  are  due 
quarterly.  DOC  sets  the  interest  rate  based  on  the  cost  of  administering 
the  program.  The  state  provided  operating  funds  to  DOC  for  the  first 
year.  Following  the  first  year,  the  program  is  intended  to  be  self 
sustaining. 

•  MBDCs  are  to  provide  technical  assistance  to  applicants  and  ongoing 
follow  up  to  borrowers. 

•  MBDC  board  membership  must  include  women,  low  income  and  minority 
representation.  The  MBDC  must  provide  a  plan  to  outreach  to  these 
populations. 

Micro  Loan  Eligibility  and  Portfolio  Guidelines 

•  A  micro  business  is  defined  as  a  business  with  10  or  fewer  employees  and 
less  than  $500,000  per  year  gross  revenue.  This  constitutes  82.5%  of  all 
Montana  Businesses. 

•  The  maximum  loan  amount  is  $20,000. 
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•  The  interest  rate  to  micro  business  borrowers  is  1-3%  above  the  market. 

•  The  maximum  term  to  the  borrower  is  10  years.  The  MBDC  portfolio  is 
limited  to  15%  over  a  5  year  term. 

•  The  contract  outlines  a  target  schedule  for  lending:  35%  of  the  portfolio  the 
first  year,  55%  the  second  year,  75%  the  third  year  and  80%  in  subsequent 
years. 

•  The  contract  outlines  target  levels  of  loan  loss  reserve:  $3,500  the  first  year, 
$5,550  the  second  year,  $7,500  the  third  year,  and  $8,000  in  subsequent 
years. 

Proposed  Modifications 

•  The  collateral  match  requirements  and  lack  of  operating  capital  have 
resulted  several  rural  areas  being  unable  to  establish  a  program  and  apply 
for  the  funds.   Lower  collateral  match  requirements  and  assistance 
obtaining  operating  capital  is  needed  to  provide  statewide  access. 

•  The  legislation  allows  for  the  formation  of  a  statewide  fund  to  serve  areas 
that  are  unable  to  establish  a  fund,  to  serve  targeted  populations  and  to 
create  competitioa   However,  the  legislation  only  allows  one  loan  per 
development  corporation  per  year,  thereby  discouraging  organizations 
from  applying  for  a  statewide  fund.  This  limitation  should  be  removed  to 
encourage  statewide  applicants. 

•  Interest  rates  to  MBDCs  should  be  tied  to  the  prime  rate  rather  than  a 
fixed  rate.  When  the  legislation  was  passed,  3%  seemed  like  a  reasonable 
but  in  the  current  banking  climate  it  is  a  bit  high.  The  reason  it  was  set 
was  to  generate  adequate  funds  to  operate  at  state  level,  thereby  making 
the  proposal  revenue  neutral  to  the  general  fund.  This  aspect  was  critical 
to  the  passage  of  the  legislation,  however,  currently  undermines  MBDCs. 
At  a  minimum  there  should  be  an  interest  rate  cap. 

•  Given  the  size  of  the  loans,  up  to  $20,000,  a  15%  limit  on  loans  with  terms 
in  excess  of  5  years  is  unreasonable.  Loan  payments  would  be  too  high, 
therefore  loans  need  to  be  smaller  than  allowed  to  have  affordable 
payments.  This  is  an  administrative  rule  and  can  be  relatively  easily 
changed. 

•  The  current  contract  does  not  outline  procedures  for.the  MBDC  to 
discontinue  the  contract  or  the  associated  liabilities. 

•  There  are  no  monitoring  criteria  assure  that  MBDCs  serve  women,  low 
income  and  minority  entrepreneurs. 

•  The  legislation  requires  that  DOC  appoint  the  auditor.   More 
appropriately,  DOC  should  provide  audit  requirements  have  approval 
authority  over  the  selection  of  an  auditor. 
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